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ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


THURSDAY, NOVEMBER 12, 1953 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON SoctAL SECURITY OF THE 
ComMMrttTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in the main 
hearing room of the Committee on Ways and Means, Hon. Car] T. 
Curtis (chairman of the subcommittee) presiding. 

Present: Representatives Curtis, Goodwin, Baker, Curtis of Mis- 
souri, and Mills. 

Subcommittee staff members: Robert H. Winn, chief counsel; 
Karl! T. Schlotterbeck, staff director; George R. Leighton, editor and 
consultant; Rita R. Campbell, economist; James E. Finke, Howard 
Friend, Government research analysts; Wallace M. Smith, attorney; 
and Eileen R. Browne, clerk; present also: Leo H. Irwin, minority ad- 
viser, Committee on Ways and Means. 

Chairman Curtis. The committee will come to order. 

I am sorry that a couple of our members cannot be with us this 
morning; but Mr. Cooper happens to be engaged in a very important 
work on another committee or commission and was unable to be here, 
and Mr. Dingell cannot be here this morning. It may be that another 
minority member will sit in here. We hope so. 

Before calling the first witness, I would like to make these remarks: 

This Subcommittee on Social Security of the Committee on Ways 
and Means is acting pursuant to a resolution passed by the full com- 
mittee which directed us to make a study and investigation of all 
things pertaining to social security. The House of Representatives 
by direct vote provided the funds to carry out the study specified by 
the committee resolution. 

Our work is primarily a fact-finding job. I am an individual who 
believes that if we gather all the pertinent facts in a given situation 
that we can then and only then arrive at the best policy decision. 

Our chief task has been to study the social-security laws as they 
presently affect American old people and dependent children. 

What we want to do is to get the facts on the record. Our concern 
here is not with muck raking nor scandal hunting. We want to get 
as clear an idea as we can of the social-security picture, not only to 
help Congress legislate but that our people generally, and especially 
our old people, may understand the extent and complexity of the 
problem. 

I say we want the facts on the record, realizing that now, as in the 
past, congressional investigations and researches have often been the 
starting point of new and critically needed legislation. 
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The purpose of these hearings is to develop the facts that will lead 
to the improvement of our social-security laws. It is my belief the 
facts developed in these hearings will enable the Congress to enact 
improvements in the social-security laws so as to serve ‘the older citi- 
zens of our country more effectively. At the same time a full and 
fair development of all the facts connected with this large and complex 
program will result in the greatest degree of justice : and fair play to 
our younger and middle-: aged citizens who are the present workers 
and producers. To find out what the facts are will lead to under- 
standing and confidence. The attainment of these goals will, in my 
opinion, meet with the approval of the vast majority of our citizens. 

Our previous hearings dealt with population figures and problems 
and with the tax treatment that was afforded to citizens in retirement 
and in the period when they were preparing for retirement. 

Today we are going to take up the subject of the payment of OASI 
benefits to individuals in foreign countries. The facts will show 
that the number of beneficiaries throughout the world has been in- 
creasing. This may create a number of problems. 

The development of these facts concerning the payment of old-age 
benefits and survivors benefits to individuals residing in foreign coun- 
tries is not for the purpose of engaging in controversy over foreign 
policy or foreign aid. The concern of the Committee on Ways and 
Means in reference to the emerging global nature of social security has 
to do with the problems it creates in the field of social security. It is 
especially important that the Congress be informed on this in the 
light of the historic purpose of our Social Security Act which was 
restated in the 1951 Annual Report of the Federal Security Agency 
(p. 23) as follows 

The intended function of the insurance program is to serve as a primary source 
of protection against economic insecurity for the American people. 

The fact is that, although more than half of the 13.5 million per- 
sons in the United States who are over 65 are presently drawing no 
benefit of any kind from the social-security system, aged aliens as 
well as some Americans scattered all over the world right now are 
drawing such benefits. 

Our first witness is Mr. Robert M. Ball. 

Will you come forward, Mr. Ball? 

Mr. Ball, we are very happy to have you here. We know of your 
long work in the field of social security, the important position that 
you hold, the information that you have for us, and we are deeply 
grateful for your participation here. 

I am going to have the direct examination taken over by our coun- 
sel, Mr. Robert Winn. 

I might say to the members of the subcommittee that as questions 
arise, as they go along, if they would please make note of them so that 
they can ask the questions later, it will give Mr. Winn an opportunity 
to develop the facts in the case; because these questions are a result of 
long days and weeks of digging into this field to present the situation 
in an orderly fashion. 

Mr. Winn, you may proceed. 

Mr. Winn. Mr. Ball, will you state for the record your position 
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STATEMENTS OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU 
OF OLD-AGE AND SURVIVORS INSURANCE; EWELL T. BARTLETT, 
ASSISTANT DIRECTOR IN CHARGE, DIVISION OF CLAIMS CON- 
TROL; HAROLD P. PACKER, ASSISTANT GENERAL COUNSEL, DE- 
PARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Batt. I am the Acting Director of the Bureau of Old-Age and 
Survivors Insurance. 

Mr. Winn. That is a part of the Department of Health, Educa- 
tion, and Welfare? 

Mr. Batu. Yes, sir. 

Mr. Winn. And it is that Bureau which administers title II of the 
Social Security Act? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. And your headquarters, I believe, are in Baltimore, Mr. 
Ball? 

Mr. Batu. Yes. 

Mr. Winn, would you like me to introduce for the record these two 
gentlemen with me? 

Chairman Curtis. Yes, do so. 

Mr. Bax. On my left is Mr. Ewell T. Bartlett, an Assistant Di- 
rector of the Bureau of Old-Age and Survivors Insurance, immedi- 
ately in charge of this claims-control operation which has jurisdic- 
tion over payments. 

On my right is Mr. Harold Packer, who is an Assistant General 
Counsel of the Department, with special responsibility for old-age 
and survivors insurance. 

Mr. Winn. Mr. Chairman, at this time I would like to introduce into 
the record a table entitled “Growth in Amount of Money Paid to 
OAST Recipients Living Abroad, 1940-53,” and I would like to have 
that table marked as “Exhibit 1,” if I may. 

Chairman Curtis. Without objection, it is so ordered. 

(The table described was marked “Exhibit No. 1” and is as follows :) 


ExHrsiT 1 


TABLE 12.—Growth in amount of money paid to OASI recipients living abroad, 
1940-53 * 


[Amounts in thousands of dollars} 














| | 
| wy. } Total | ™ Total 
Year Number of monthly | Lump-sum amount paid 
recipients | benefits? | payments |“ annually 

"fT | | | | 
a ee . . 100 | $12 | $25 $37 
1941 204 | 36 8 | 44 
ea ‘ beeban 206 36 (?) 36 
1943 aaa ind 200 48 (3) 48 
1944____. d E A ikdbbh «one wit (4) | (4) (4) (4) 
1945 . banal (4) (4) | (4) | (4) 
1946 ‘ : =i | (4) (4) | (4) (4) 
1947 __- one ange - Shins tes ene 5, 800 | 1,428 | 205 | 1, 633 
SO cone cease a 8, 800 | 2, 184 | 144 | 2, 328 
1949__ | 11, 038 | 2, 868 | 109 | 2,977 
ere Be aes tale caliblicie eal niall 13, 800 | 6, 612 | 103 6, 715 
1951 ; ‘ 18, 700 | 8, 676 114 | 8, 790 
/ a ee eee 25, 104 | 12, 986 159 13, 148 
EG ce kad oc casecavcausassobaeeresienssnaques 30, 145 | $15, 798 (5) (') 


1 Excludes recipients living in Alaska, Hawaii, Puerto Rico, and Virgin Islands. 

2 At the annual rate of December of each year. 

3 Less than $500. i J 

4 Data for 1944-46 not available due to curtailment of statistical operations during World War II. 
+ Not available. 

* At annual rate of June 1953. 


Source: For data, see appendix I, table 43, p. 1059. 
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Mr. Winn. Mr. Ball, do you have exhibit 1 in front of you? 

Mr. Batu. Yes; I do. 

Mr. WINN. Referring to exhibit 1, will you tell us how many indi- 
viduals were living abroad in December of 1952, and who then re- 
ceived some type of OASI benefit during that month? 

Mr. Bauw. 25,104. 

Mr. Winn. Now, we are interested, Mr. Ball, in very general terms, 
in who may draw OASI retirement and survivors benefits. 

First of all, must a person who is aged 65 and has met the require- 
ments for benefits in respect to the number of months of work and 
earnings in covered employment be a citizen of the United States in 
order to receive an OASI retirement benefit ? 

Mr. Batu. No, Mr. Winn; there are no citizenship requirements 
relating to the receipt of benefits. 

Mr. Winn. If this recipient then is not a citizen, must he be 
residing in the United States in order to collect an old-age retire- 
ment benefit ? 

Mr. Batu. No. For the receipt of benefits, again, there are no 

residence requirements in the law for an otherwise eligible person. 

Mr. Wrxn. May one then conclude, Mr. Ball, that aliens residing 
in their native countries may collect from the United States old-age 
retirement benefits under the OASI program ? 

Mr. Baru. Yes. 

Mr. Winn. What is the maximum retirement benefit per month 
that a person who is neither a citizen of the United States nor living 
in the United States may receive? 

Mr. Bau. It is the same, Mr. Winn, as for everyone else, that is, 
$85 a month for the retired wage earner himself. 

Mr. Winn. And when you say “the same as anyone else,” you mean 
the same as the maximum which may be paid to a citizen of the 
United States residing in the United States? 

Mr. Batu. Yes. 

Mr. Winn. Now, assuming that a nonresident alien became 65 
years old on January 1, 1953, and that he then began collecting the 
maximum monthly retirement benefit of $85 per month, and assuming 
that his life expectancy is the same as that of a white male of the 
same age living within the United States, how much money would 
this individual, if unmarried, be expected to receive during his life- 
time in the OASI retirement benefits? 

Mr. Baty. On those assumptions, Mr. Winn, using the life expec- 
tancy of United States life tables, this man would have an expectancy 
of 13 years; and in the simple approach of multiplying the $85 by 
the number of months in those 13 years, you get $13,260. If you were 
doing this down to the last technical detail for an insurance valua- 
tion, that should be discounted somewhat for interest, but it would 
not be a major point. 

Mr. Winn. Now, Mr. Ball, still with this same individual, and 
assuming that he had worked in the United States in covered employ- 
ment for the maximum possible years; that is, from January 1, 1937, 
through December of 1952, and at the maximum covered wage, how 
much should he have paid in social-security taxes ? 

Mr. Bau. $543 for his own contribution and a like amount paid 
by the employer, or a total of $1,086. 
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Again, I might make the same point, that if one were to be com- 
pletely technical here, that should be raised slightly for the interest 
accumulation over that period of time, but not very materially. 

Mr. Winn. It is possible, then, Mr. Ball, for a person who is not 
a citizen of the United States to receive a total of $13,260 in OASI 
benefits, and to have paid in, in the form of taxes, only $543? 

Mr. Bau. Yes. 

Mr. Winn. Now, what is the minimum number of years that a 
person who is not a citizen of the United States must reside in the 
United States and work in covered employment in order to qualify 
for an OASI retirement benefit ? 

Mr. Batu. The minimum require ments for eligibility are 1 out of 
each 2 elapsing quarters after the year 1950, or after the quarter in 
which a person attains the age of 21, if that is later, up to but excluding 
the quarter of attainment of age 65; with a minimum in all cases of 6. 
So the absolute minimum is 6 quarters of coverage, or a year and a 
half. 

Mr. Winy. It is possible, then, for this individual, since the passage 
of the amendments of 1950, to have paid in, in the form of social-se- 
curity taxes, much less than $543 and still receive, as of January 1, 
1953, the maximum benefits? 

Mr. Bau. Yes. 

Mr. Wrnn. Now, I would like to refer to exhibit 2, Mr. Chairman, 
entitled “Types of Monthly OASI Benefits Paid to Recipients 
Living Abroad, December 31, 1952; at of Persons Receiving 
Monthly Benefits as of December 31, 1952.” I ask that this table be 
made a part of the record and marked “Exhibit 2.” 

Chairman Curtis. Without objection, it is so ordered. 

(The table described was marked “Exhibit No. 2,” and is as follows :) 


ExuHreit 2 


TABLE 13.—T ypes of monthly OAST benefits paid to recipients living abroad, Dec. 
$1, i number o dat we receiving monthy bene _ as of Dec. 31, 1952 





< Wife’s or | Widow’s | 





Area of residence of recipient Total ow Old age [huss snd’s| Child’s | or wid- | Mother's} Parent’s 
| ower s | 
—| —___—___| — a | - — 
Africa 133 r. 78 | 23 | 14 | 12 6 0 
Asia | 916 | 637 125 | 67 | 56 26 5 
Australia and New Zealand___| 166 | 55 | 8 69 ~ 26 | 0 
Canada 4, 492 | 2, 251 | 629 S3¥ 493 | 233 47 
Central and South America, | | 
West Indies and Mexico | 1, 433 | 500 116 532 72 157 56 
Europe. -- 16, 629 10, 100 3, 274 | 9O1 | 1, 780 403 171 
Philippine Islands 1, 222 &3 18 | 743 5 354 19 
United States territories, but | | 
notincluding Alaska, Hawaii, | | | | 
Puerto Rico, Virgin Islands ! | 113 | 32 3 55 | 12 | 11 0 
Total outside of United | | 
States 7 25, 104 | 13, 736 4,196 | 3, 220 2, 438 1, 216 | 208 
12. 83 9.71 4.84 | 1.19 


Percent of total---- ; } 100 54.72 16.71 

1 Classified as residence abroad in BOASI tables, in conformity with section 210 (h) and (i) of the Social 
Security Act, which define ‘‘State’’ and ‘United States’’ to include Alaska, Hawaii, the Virgin Islands 
and Puerto Rico. 


Source: Appendix I, table 44, p. 1060. 
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Chairman Curtis. You may proceed, Mr. Winn. 

Mr. Winn. Referring to exhibit 2, Mr. Ball, how many individuals 
who were living abroad in December 1952 received an old-age retire- 
ment benefit from OASI duri ing that month? 

Mr. Batu. 13,736, Mr. Winn. 

Mr. Winn. Now, tell me again, if you will, referring to exhibit 1, 
how many individuals who were residing abroad in December 1952 
received OASI benefits during the month of December 1952 

Mr. Baw. This is all types of cases you are asking for ? 

Mr. Winn. Some type of OASI benefit. 

Mr. Bau. 25,104. 

Mr. Winn. Now, can you tell me also by referring to exhibit 1, 
how many persons living | abroad received some type, one of any of the 
types, of OASI benefits, in June of 1953? 

Mr. Batu. 30,145. 

Mr. Winn. Now, Mr. Ball, how many of these individuals residin 
abroad and receiving OASI benefits were not citizens of the Unit 
States ? 

Mr. Batt. I do not have the information on that, Mr. Winn. 

Mr. Winn. However, you do know, do you not, that some of them 
were not citizens of the United States? 

Mr. Batu. Yes. 

Mr. Winn. Now, in December of 1952, we noticed that 4144 percent 
of the nonresident recipients of OASI old-age retirement benefits re- 
ceived benefits of from $75 to $85 per month. It would be possible 
therefore, that some individuals who were not citizens of the Unite 
States, who were not residing in the United States might be receiving 
those top-benefit amounts? 

Mr. Baw. Yes; it is possible that some would be in that 414 per- 
cent. 

Mr. Winn. Mr. Chairman, I would like to refer for a moment to 
exhibit 8, which is another in the category that was not reproduced, 
and which is entitled “Average Monthly Old Age Benefits by Area 
of Residence of Recipients, December 1952,” and ask that that be 
made a part of the record and marked “Exhibit 3.” 

Chairman Curtis. Without objection, it is so ordered. 

(The table described was marked “Exhibit 3,” and as is follows:) 
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Exursit 3 


TABLE 14.—Average monthly old-age benefits by area of residence of recipients, 
December 1952 





| Average monthly ! Average monthly 
old-age benefit old-age benefit ! 
Area of residence | Area of residence | 
| Number | | Number 
Amount | ofrecip- | Amount | of recip- 
} ients || ients 
| 
j | | 
Foreign reacneyensonncans| SORE |, Sate] SPADE. 5 .<.. wa--------| $46.91] 2, 909 
meetiewh.. <5. 5. cea 4 54. 97 49,048 || Maine- iGeit ...-| 46. 54 25, 064 
New Jersey- nici’ 53. 47 106, 225 || Colorado. - - | 21, 835 
Michigan te | 63.33] 114,221 || Wyoming--..-....- 3, 549 
Pennsylvania--__- ht aie 62.49 | 991,784 || Virginia..............-- 35, 920 
Massachusetts__. 52. 44 128, 306 || Montana 9, 198 
Rhode Island_-._- reas 52.19 | 21,947 || Kentucky---- 34, 857 
ag a ee 51. 53 OO BOE 1) BOR. cn ccdscccesnds — 39, 034 
I}linois. -- 51,31 | 167,480 || Kansas 7 erat 27, 558 
New York... 51.25 | 325,861 || Nebraska 
Delaware....... : 49. 88 | 6,291 || North Carolina 
Washington --_.. a 49. 46 | do er ae | 
West Virginia- atibanad 49. 46 | 31, 223 || South Carolina. 
PaO cs boddd-ccssecdouece | 48. 97 | 65, 749 || Idaho ‘ 
CS hints ca vekdctnepe abu 48. 97 238, 966 || Alabama. -..........---- | 
WER c aa ao scace cues | 48. 86 63, 932 || Oklahoma...-.-.-- < 





Maryland. bewushaieaed 48. 70 35, 038 || Louisiana ---- 
New Hampshire nnd 48. 57 15,485 || New Mexico.-- | 
Indiana- --- + 48. 32 77, 041 Tennessee -- | 
ee ee ee | 48. 04 37, 533 Georgia.--- was he 

Arizona. - --- ‘ S 47.45 9,956 || South Dakota..---- cheat 

MIOONOM, od sk. ck sace | 47.12 47,423 || North Dakota 

Utah. isa a 47.04 | 8, 091 Arkansas 

Vermont. -| 46.94 | 8,49 |! Mississippi 

NN din siti dieteane 46, 92 69, 804 


1 Primary old-age benefits. 


Source: Appendix I, table 41, p. 1056. 


Mr. Winn. You have exhibit 3 in front of you, Mr. Ball? 

Mr. Batt. “Yes, Mr. Winn. 

Mr. Wirnvy. It is true, as shown by this exhibit, that in 46 of the 
48 States of the United States, the average monthly retirement benefit 
paid by OASI in December of 1952 was less than the average monthly 
retirement benefit paid by OASI to those recipients living outside 
of the United States in that month ? 

Mr. Batu. Yes. We have some guesses as to why that might be so, 
but no definite information. I think one factor on that, that the com- 
mittee might be interested in, is that the beneficiaries residing abroad 
seem to come primarily from industrial centers, your urban centers, 
where two things are true: 

First, the coverage of old-age and survivors insurance is: nearly 
universal; so that you do not have the situation where an individual 
works partly i in covered and partly in noncovered employment; and 
he has a full wage on which the wage record is based, which tends to 
make it higher as against the national average, or the State average 
in many places. 

The other point that I think may be true is that perhaps the people 
who are the ones who can return to a foreign country may be the ones 
who have somewhat higher wages and have been able to save up the 
money to do it. 

There is also the point that there are fewer women represented 
among foreign beneficiaries than there are among the country as a 
whole; ; and the women tend to have lower wage rates. 
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Mr. Winn. When you said that these people come from industrial 
areas, you meant industrial areas in the United States, rather than 
industrial areas abroad ? 

Mr. Batu. Yes, Mr. Winn; where they earned their coverage under 
OASL. 

Mr. Winn. We have been talking so far about old-age retirement 
benefits Mr. Ball. In what respect must an individual retire in order 
to receive a retirement benefit ? 

Mr. Batu. As long as you are under age 75, as long as the beneficiary 
is under age 75, no check is payable for a month in which that in- 
dividual earns more than $75 in work that is covered by the Social 
Security Act or the railroad retirement law. In addition, net earnings 
from self-employment do not affect the right of an individual to receive 
a benefit if the net earnings from self-employment during the course of 
a year are $900 or less; but if the net earnings from covered self- 
employment are in excess of $900, then 1 month’s benefit is withheld 
for each $75 or fraction thereof above $900. 

There is one additional technical point that should be mentioned 
there, and that is that in the self-employment part of this retirement 
test, the law requires that we do not withhold benefits for any more 
months than those in which the individual actually rendered substan- 
tial services in self-employment; actually worked. 

Mr. Wiwy. If a person 65 years old is living abroad and working 
for a foreign firm, would he then be in covered employment, Mr. Ball? 

Mr. Bau. I am sorry, Mr. Winn, I didn’t get the question, the first 
part of it. 

Mr. WINN. Would you read it, Mr. Reporter? 

(Question read by reporter.) 

Mr. Batu. No. 

Mr. Winn. And that would be true, Mr. Ball, even though the 
work that he did in this foreign country, if done in this country, would 
prevent him from receiving benefits ? 

Mr. Batu. Yes, Mr. Winn. It would not be covered employment 
under our Social Security Act. 

Mr. Winn. By that answer you mean that a person living in a 
foreign country may there earn more than $75 a month in a job 
which would be considered to be covered employment within the 
United States and still collect a retirement benefit ? 

Mr. Batu. That is, if the job were in the United States, yes; that 
is correct. 

This is a problem that has given us a considerable amount of 
concern. The reasoning so far on this exclusion of noncovered em- 
ployment from the application of this retirement test has been purely 
administrative—the difficulties that have been envisioned in trying 
to enforce the test in noncovered employment. You see, for covered 
employment, we get reports from the employer of people who work. 
So the test has been geared to that. I think, in principle, probably 
everyone would say that it should be applicable to noncovered em- 
ployment in this country and abroad. And that is one matter that 
we have, in the Bureau, very seriously undertaken to study. 

Mr. Winn. Does the $75 a month retirement test apply only to 
individuals eligible for an old-age benefit? Or is it applied to in- 
dividuals eligible to receive other types of OAST benefits? 
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Mr. Baty. No; it is not applicable only to the old-age benefit. In 
the first place, any supplementary benefits, that is, a wife’s benefit, 
or that of a child of a living wage earner—their benefits are suspended 
whenever the benefit of the wage earner himself is suspended by 
reason of the application of the work clause. 

In the second place, the same retirement test or work clause applies 
to each supplementary or survivor beneficiary separately. That is, 
if the child works, the wife works, or a widow works, the same test 
applies to them. 

Mr. Winn. Then the eligibility requirement that an individual be 
virtually retired except for a few areas of uncovered employment, 
in order to receive an OASI benefit, if living within the United 
States, is ineffective if the individual lives outside of the United 
States ? 

Mr. Batu. I think that is a fair statement. “Inapplicable,” really, 
perhaps would be a more precise term there. 

Mr. Winn. May an alien wife, 65 years or over, also collect OASI 
benefits if her nonresident alien husband is drawing a monthly OASI 
retirement benefit ? 

Mr. Batu. Yes. There is a “living with” requirement in the law. 
Would you want to go into that Mr. Winn? That is, the wife, in 
order to be eligible for the benefit, must meet a technical requirement 
in the law of “living with”; which means not only physically in the 
same household but, in the law, also means regular contributions are 
made to the wife, or the wage earner is under a court order to support 
his wife. But if those conditions are met, the mere fact that the wife 
is an alien and residing abroad would not prevent the payment. 

Mr. Winn. What is the maximum number of United States dollars 
per month that an alien wife who has never set foot in the United 
States may draw in OAST benefits? 

Mr. Baty. Again, the maximum for a wife’s benefit for an alien 
resident is the same as that for a person residing in the United States, 
one-half of the wage earner’s maximum benefit of $85, or $42.50. 

Mr. Winn. Now, Mr. Ball, let us assume that an alien residing 
abroad were receiving an OASI monthly retirement benefit and had 
married an alien wife many years younger than he during his resi- 
dence abroad, and by her had had two children: May his alien chil- 
dren also draw a monthly benefit in addition to his monthly retirement 
benefit ? 

Mr. Bau. Yes. 

Mr. Winn. May his alien wife also draw a monthly OAST benefit? 

Mr. Batu. Yes; if she meets the other conditions of eligibility. 

Mr. Winn. What is the total maximum amount per month that 
such a family unit, composed of people who, except for the father, 
have never been in the United States, may draw? 

Mr. Batu. The maximum amount is the same, again, as for people 
residing in the United Staes. There are two maximum provisions 
applied to the total benefits payable on a single wage record, which- 
ever is the lesser. The first maximum is 80 percent of the average 
monthly wage, and the dollar maximum, the absolute maximun, is 
$168.75, in the law. 

Mr. Wiwwn. Mr. Ball, compared to the income of workers in coun- 
tries other than the United States, this $168.75 per month would be 
a relatively high income for that worker’s family; would you say? 
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Mr. Bai. Mr. Winn, I am really not expert in that area. I would 
say from general knowledge that that would be true. There might 
be certain exceptions. I suppose there isn’t too much difference in 
the living costs between here and Canada, for example, or 1 or 2 other 
countries. But, in general, I would say your statement would be 
correct. : 

Mr. Winn. Would this family of four, Mr. Ball, receive the maxi- 
mum of $168.75 per month, assuming that the retirement benefit to 
the worker amounted to $85 ? 

Mr. Baww. Yes. 

Mr. Winn. Would the primary beneficiary, that is, in our example 
the alien man 65 years or older and living outside of the United States, 
have to be really retired in order for this family unit to receive this 
amount of money per month from the United States? 

Mr. Batu. No. Since, as your questioning went into before, Mr. 
Winn, the employment that would be open to him in a foreign country 
would not be covered under the old-age and survivors program, he 
could work there, and the benefits would not be suspended. 

Mr. Wryn. If an alien residing abroad and receiving an OASI 
retirement benefit died and left an alien widow 65 years or older, 
would she be entitled to a widow’s benefit ? 

Mr. Baw. Yes. That is, the wife was receiving the benefit? Was 
that part of your condition? The wife was receiving a wife’s benefit 
at the time of the husband’s death ? 

Mr. Wryn. Yes. 

Mr. Batu. Yes. If she was over 65, she would receive the widow’s 
benefit. 

Mr. Winn. Would it make any difference if, at the time the alien 
primary beneficiary died, his wife was not then 65, but became 65 
shortly thereafter ? 

Mr. Bax. Is this the case where there are children under the age of 
18? Are we still with that family, Mr. Winn? 

Mr. Winn. No; this is another family, of only two. 

Mr. Batu. Yes; she would have to wait until she attained the age 
of 65 to be eligible for a benefit, and would also have to meet this 
“living with” requirement, that I mentioned earlier, at the time of the 
death of ~ noe, And remember that is living together in the 
household; or the additional concept of regular contribution, or a 
court order i make the contribution; you see, the concept being a loss 
of income to that individual by reason of the death. 

Mr. Win. Assuming that she could meet the test of “living with” 
as of the date of the death, the alien widow would receive a widow’s 
benefit as of the time that she became 65 ? 

Mr. Batu. Correct. 

Mr. Wiyn. What is the maximum amount that such a widow might 
receive, Mr. Ball? 

Mr. Bau. That is three-fourths of the maximum of the wage- 
earner’s own benefit, three-fourths of $85, or $63.80. 

Mr. Winn. Now, Mr. Ball, if an alien outside of the United 
States 

Mr. Baty. Mr. Winn, could I add something to an answer to a 
previous question, just back one question, as to this widow when she 
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becomes age 65? I think it might, for a complete record, be good to 
put in there the other conditions that she would have to meet. That is, 
she would have to be an unremarried widow, and at any time that she 
does marry, of course, the benefit terminates as well. 

Mr. Winn. Of course, again, that is the same condition which is 
imposed on citizens of the United States residing within the United 
States ? 

Mr. Batu. Yes; or abroad. 

Mr. Winn. Now, Mr. Ball, if an alien living outside of the United 
States and receiving a monthly retirement benefit died and was sur- 
vived by a nonresident alien wife and two nonresident alien children, 
would each of these alien survivors be entitled to a monthly OASI 
benefit from the United States? 

Mr. Bau. Yes; on the assumption, Mr. Winn, that the widow meets 
this “living with” requirement and the children are the children of 
the wage earner and are under age 18. 

Mr. Winn. What would be the maximum amount payable to such 
a widow and her two children during the time the children were under 
18 years of age? 

Mr. Batu. “Again, 80 percent of the average monthly wage of the 
wage earner or $168.75, whichever is less. 

Mr. Wry. In other words, this maximum applies regardless of 
whether the primary benefit is paid or not ? 

Mr. Batu. Yes; these maximums are maximums on the total family 
benefits payable on a single wage record. 

Mr. Winn. If an alien residing abroad, Mr. Ball, and receiving a 
monthly retirement benefit died leaving no surviving wife or children, 
but leaving surviving him one dependent nonresident alien parent, the 
parent never having been in the United States, would that parent re- 
ceive a monthly OASI benefit from this country ? 

Mr. Batu. Yes, Mr. Winn, if meeting all of the conditions of eli- 
gibility, which are that this parent was receiving one-half of his 
support from the wage earner at the time of the death of the wage 
earner ; that the parent has not remarried; that the parent has attained 
65; and, as you indicated in your question, that there is no surviving 
wife or children. That would defeat the entitlement. And that the 
proof of this dependency is filed within 2 years. 

These, of course, are the same conditions again as in the United 
States. 

Mr. Winn. What proportion of the primary benefit would such a 
surviving dependent parent receive? 

Mr. Bat. Three-fourths of the amount that the wage earner would 
be entitled to. 

Mr. Winn. So if the wage earner were receiving $85, the surviving 
parent would receive three-fourths of $85? 

Mr. Batx. That is right ; $63.80. 

Mr. Winn. In determining whether the asserted wife of an alien 
residing abroad and receiving a monthly retirement benefit is entitled 
to an aged wife’s benefit, what marriage laws apply ? 

Mr. Bau. The marriage law that is applied, Mr. Winn, depends on 
the domicile of the wage earner. 
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Perhaps, for the record, you would like me to read the section of 
the act that controls here. It is 216 (h) (1) of the Social Security 
Act, and it says: 

In determining whether an applicant is the wife, husband, widow, widower, 

child, or parent of a fully insured or currently insured individual for purposes 
of this title, the Administrator shall apply such law as would be applied in 
determining the devolution of intestate personal property by the courts of the 
State in which such insured individual is domiciled at the time such applicant 
files application, or if such insured individual is dead, by the courts of the State 
in which he was domiciled at the time of his death, or if such insured individual 
is or was not so domiciled in any State, by the courts of the District of Columbia. 
Applicants who according to such law would have the same status relative to 
taking intestate personal property as a wife, husband, widow, widower, child, 
or parent shall be deemed such. 
So that the domicile of the wage earner at the time of his death, in the 
question that you gave, would dete rmine. And if he were domiciled 
in a foreign country and not merely residing there; because, of course, 
some of these people in this 25,000 and 30,000 we have been talking 
about are going to return to the United States and have merely traveled 
abroad and are coming back. But if he is actu: ally domic iled in a for- 
eign country, then the law that applies is that of the District of 
Columbia. 

Mr. Winn. In other words, you interpret the word “State” in the 
statute to refer to a State of the United States? 

Mr. Bau. Yes, sir. 

Mr. Packer. May I add, Mr. Winn, please, that the term “State” is 
defined in the act ? 

Mr. Winn. Then, Mr. Ball, if an alien residing outside the United 
States and receiving a monthly retirement benefit is legally, that is, 
within the laws of his country, married to 2 wives, each over 65 years 
of age, would each of his wives receive an old-age retirement bet nefit 2 

Mr. Bauxt. This is an individual domiciled in a foreign country 
where the District of Columbia law would apply ? 

Mr. Winn. That is true. 

Mr. Baty. I would like, if you would permit it, sir, to have Mr. 
Packer, the Assistant General Counsel of the Department, answer that 
question. 

Mr. Wixn. Go right ahead. 

Mr. Packer. The answer to that quesion is “No.” Polygamous 
marriages are not recognized by the courts of the District of ¢ ‘olum- 
bia, nor by the courts of any State in the Union. 

Mr. Winn. And inasmuch as under those circumstances, the laws 
of the District would be applied —— 

Mr. Packer. It would not be recognized. There is definite authority 
in the District of Columbia, Uv nited States v. Snyde fa deci ision 
rendered by the Court of Appeals of the District of Columbia (177 
Fed. 2d, p. 44). There is also a statement to that effect by the United 
States Supreme Court in Loughran v. Loughran (292 U.S. 216), and, 
the general rule is stated by the Restatement of the Conflict of Laws 
of the American Law Institute in section 132 

Mr. Winn. However, one of the wives would be entitled to an old- 
age retirement benefit, would she not? 

Mr. Packer. Yes. 

Mr. Winn. The same thing would be true, Mr. Ball, upon the death 
of the recipient of the primary benefits so far as a surviving spouse’s 
old-age benefit is concerned, would it not? 
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Mr. Bau. Yes, only one would be recognized. 

Mr. Winn. Upon the death of the recognized widow, what would 
be the status of surviving spouses ¢ 

Mr. Batu. They would have no status, sir. Only the first wife 
would have any status at all. 

Mr. Winn. Mr. Chairman, I would like at this time to have intro- 
duced into the record a chart entitled “OASI Benefits Abroad Have 
Risen Sharply Since 1946.” I believe that there are copies of this 
chart, which are available in small form, and it also is the chart which 
isontheeasel. I would like to have that put in the record as exhibit 4. 

Chairman Curtis. Without objection, it is so ordered. 

(The chart described was marked “Exhibit 4” and is as follows :) 


EXxHIsIT 4 
$/5800 


$13,143 
OAS! Benefits Abroad 
Have Risen Sharply since 19 46 ites 
(FIGURES IN THOUSANDS) . 
$6.7/5 
$2977 
5 i 
$37 $44 $36 $48 


1940 1941 1942 1943 1944 1945 1946 i i 1949 1950 1951 1952 1953* 
*ANNUAL RATE AS OF JUNE 1953 
Source: For data, see exhibit 1, p. 81. 


Mr. Winn. Now, Mr. Ball, look the chart, exhibit 4, which is on the 
easel, if you will. 

Chairman Curtis. Would you like a small copy of that ? 

Mr. Bauw. I have one, thank you, Mr. Chairman. 

Mr. Wry. First, Mr. Ball, 1 understand that each of these vertical 
bars, 1947 through 1952, represents a multiplication of the December 
payments in that year by 12, in order to project yearly expenditures, 
rather than the actual expenditures during e: ich of those years. Is 
that not right? 

Mr. Bart. That is correct. 

Mr. Winn. With that understanding, will you state what the 
total amount of dollars was that was paid in the form of OASI 
benefits to individuals living outside of the United States during 
1952? 

Mr. Batu. 12 times the December 1952 rate is $13,143,000. 

Mr. Winn. And 12 times the December rate for 1951 amounted to 
how much ¢ 

Mr. Batu. $8,790,000. 
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Mr. Winn. And in 1950, 12 times the December rate amounted to 
how much ¢ 

Mr. Baw. $6,715,000. 

Mr. Winn. And in 1949? 

Mr. Bau. $2,977,000. 

Mr. Wixyn. Now, in 1953, I understand that the figure which is 
shown on the bar chart represents 12 times the sum paid in June of 
1953. Will you tell us what that figure amounts to! 

Mr. Baru. $15,800,000. 

Mr. Winn. Would you conclude from that chart and those figures 
that the total amount of money paid to people living outside of the 
United States in the form of OASI benefits has been increasing year 
by year at a relatively rapid rate? 

Mr. Batt. — “Relatively rapid” is, of course, as you say it, a 
relative term, but I would think you could say that. 

Mr. Wrnw. Is there any reason to expect, Mr. Ball, that the amount 
of OAST benefit money to be paid in 1953 to recipients living outside 
the United States will be less than the tot al amount, computed as it is 
there computed, which was paid out during 1952? 

Mr. Bau. No. 

Mr. Winn. Mr. Ball, I understand that OASI monthly benefits are 
not paid to individuals residing in certain foreign countries, even 
though the individuals meet all the eligibility requirements for those 
benefit payments. What, if any, regulations are there that do not per- 
mit OASI monthly payments to be made to individuals residing in 
certain foreign countries? 

Mr. Bartz. Mr. Winn, this is a matter of statute, Public Law 828, 
76th Congress, 31 U. S. C. 123-128. Do you want me to expand on 
that ? 

Mr. Winn. Expand on that, if you will, please, Mr. Ball. 

Mr. Bax. I might first give you the countries that are suspended, 
where the payments are not being currently made under this statute: 
Albania, Bulgaria, Czechoslovakia, Estonia, Hungary, Latvia, Lithu- 
ania, Poland, Rumania, Union of Soviet Socialist Republics, Russian 
Zone of Occupation of Germany, Russian sector of occupation of 
Berlin, Germany, Communist-controlled China, and North Korea. 

Mr. Winn, if you would permit, I would also like to introduce at 
this time, or have Mr. Harold Packer read, the effect of the statute 
and some of the reasoning in it, if that would be permissible. 

Mr. Winn. Would you give us again the citation of the statute? 

Mr. Batu. Yes; Public Law 828, 76 ith Congress, as amended by 
Public Law 783, 77th Congress, 31 U.S. C. 123-128. 

Mr. Winn. 123-128? 

Mr. Bau. Yes. 

Chairman Curtis. What is the title of the act? 

Mr. Packer. I don’t have the title of the act here, sir, but under the 
terms of this act, which was passed October 9, 1940-——— 

Chairman Curtis. It was probably a War Powers Act, was it not? 

Mr. Packer. Well, yes. October 9, 1940, was before we actually 
were in the war. , 

Chairman Currts. Would you later supply the title of the act for 
the information of the record? 


Mr. Packer. Yes. 
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(The information referred to is as follows :) 

An act to restrict or regulate the delivery of checks drawn against funds of 
the United States, or any agency or instrumentality thereof, to addresses out- 
side the United States, its Territories, and possessions, and for other purposes. 

Mr. Winn. This was not a social-security statute ? 

Mr. Packer. Oh, no, sir. By no means. 

Mr. Winn. It was a Treasury statute; was it not ? 

Mr. Packer. It was a statute authorizing the Treasury to withhold 
checks drawn against funds of the United States which are to be sent 
from the United States for delivery in a foreign country, whenever the 
Secretary of the Treasury determines that postal transportation or 
banking facilities in general or local conditions in the country to which 
the check is to be delivered are such that there is no reasonable assur- 
ance that the payee will receive such check or warrant and be able to 
negotiate for full value. 

Mr. Winn. Now, I notice, Mr. Ball, that Yugoslavia was not in- 
cluded in the list of countries. 

Mr. Batu. That is correct. 

Mr. Winn. If and when payments to individuals residing in these 
countries are resumed, they will then presumably receive and con- 
tinue to receive the current monthly benefits for which they are 
eligible? 

Mr. Batu. We believe that would be true. This is, again, a legal 
question, that I would like to have Mr. Packer comment on, as to the 
basis for our opinion on that. 

Mr. Packer. It is generally believed that this statute is a restriction 
upon payment and not upon entitlement to the payment; and if the 
restriction were to be lifted by the Treasury with respect to any 
country, payment would be resumed. 

Mr. Winn. When you say “it is generally believed,” that is the belief 
within the Legal Department of the Department of Health, Educa- 
tion, and Welfare? 

Mr. Packer. Yes, sir. The Treasury Department would be the one 
to state conclusively as to the interpretation of its statutes. 

Mr. Winn. Does the Department of Health, Education, and Wel- 
fare take any position as to the payment of accumulated funds, the 
payment of funds which have been held back, when, as, and if pay- 
ments to individuals residing in these countries is resumed ? 

Mr. Packer. As to the entitlement thereto? 

Mr. Winn. And as to the payment of the amounts. I assume from 
what you said that the entitlement continues. It is only the payment 
that would be withheld. And would the payment be continued of the 
accumulated or block funds? 

Mr. Packer. I so believe, and I think I can indicate that there is 
more than an opinion as to that, because the Veterans’ Administra- 
tion has had some experience with the effect of this statute. And in 
order to bar payment of accumulated funds for past periods, Congress 
passed a law, which is Public Law 144, 78th Congress, enacted July 
13, 1948, and it appears in 38 United States Code. section 729, in 
which the entitlement of individuals to any payments, under the Vet- 

erans’ Administration, who were in territories under military control 
of enemies during the war, was made conditional upon the filing of 
new claims after which payments could be resumed; and the act spe- 
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cifically provided that no benefit shall be paid for any period prior 
to the date of such new claim—indicating a congressional intent to 
cut off retroactive payments. 

I might say that this statute was later amended by Public Law 622, 
79th Congress, enacted on August 7, 1946, and it appears in 38 United 
States Code, section 729 (a), in which the restriction or entitlement 
for the back payments was lifted upon a showing by the individuals 
of meeting the requirements in the law. 

Mr. Wrnw. Is this provision of the code; that is, 729 and 729 (a), 
made applicable to social-security payments ? 

Mr. Packer. Oh, no, sir. They related exclusively to Veterans’ Ad- 
ministration payments. I merely cite them, sir, to indicate that it 
seems as if congressional action was necessary and was taken in order 
to, at least, clarify the status of the payments. 

Mr. Wry. Are the situations comparable, in your opinion ? 

Mr. Packer. I believe absent statutory authority, the payments are 
probably due to the individuals having been entitled thereto. There 
may be some question as to who would ultimately get the money, be- 
cause the alien property custodian’s office may become interested with 
respect to payments made to enemy aliens or people who were enemy 
aliens. 

Mr. Winn. But absent an enemy alien status, your opinion is that 
the accumulated payments would be due and payable in the event this 
restriction were lifted ? 

Mr. Packer. So it would seem, yes. 

Mr. Winn. Under existing law ? 

Mr. Packer. Under existing law. 

Mr. Wriyn. Under existing law, Mr. Ball, if a national of a Com- 
munist-controlled country, such as Communist-controlled China, 
moved to an established residence in a non-Communist-controlled area, 
such as Hong Kong, would the United States Tressury begin current 
payments to him; assuming, of course, that he had been on the rolls 
prior to his movement to Hong Kong, and that he had been within this 
group who have blocked funds to their account ? 

Mr. Baux. Mr. Winn, I don’t think the answer to that question is 
completely clear to me. 

As Mr. Packer has suggested, the entitlement under social security 
would be there. But it is my understanding that the State Depart- 
ment could, at its discretion, withhold such payments, if in their ‘athe 
ment that money might find itself back into the Communists’ hands. 

We had one case that I recall in Hong Kong, where they didn’t 
withhold the amount entirely, but asked us to make the payments in 
amounts of a hundred dollars or less, so that there wouldn’t be a sur- 
plus over living expenses that might find its way back. There is a 
regulation there that I am not fully familiar with, that is a matter of 
State Department policy. 

Mr. Wryn. Was that situation peculiar to Hong Kong, or would it 
also be applicable in western Berlin, for instance, as compared with 
eastern Berlin? 

Mr. Batt. I just don’t know about that. 

Mr. Wry. In the case to which you have referred, where the State 
Department stepped in, the effect of their request was to prevent a 
return of the accumulated funds, was it not ? 
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Mr. Batu. Yes, they were acting on the accumulated funds, and 
asking us to give them in small amounts. 

Mr. Winn. Give the accumulated funds in small amounts in addi- 
tion to the current payments? 

Mr. Bau. Yes. 

Mr. Winn. You don’t know what regulation or statute of the State 
Department was invoked in that case ? 

Mr. Batu. No, sir. 

I might say, if you would allow me, on the matter of these retro- 
active payments, that strictly from a social-security standpoint, in the 
Bureau we have considerable doubts about making these large lump- 
sum payments in the event that the restrictions should be lifted, and 
have seriously under consideration the possibility at the proper time of 
making some recommendation on it. 

Mr. Winn. Mr. Ball, do you know the number of individuals now 
living outside of the United States whose benefit payments have been 
cut off by the terms of this law ? 

Mr. Bau. The figure is 1,500. 

Mr. Winn. 1,500? 

Mr. Batu. Yes. 

Mr. Winn. Do you know the total amount of dollars now in the 
blocked account and being held for these 1,500 people ? 

Mr. Batu. I am sorry. We do not have that, sir. It would require 
a special study to get that total for these people. 

Mr. Winn. Would it be a tremendous job, Mr. Ball? 

Mr. Batu. Mr. Bartlett, would you like to reply to that? 

I am not sure just we would have to do. 

Mr. Bartiert. I think it would require going to the case folders 
and having a look at the individual case as to the benefit amount, 
and tabulating it prospectively from the date of suspension of 
payment. 

Chairman Curris. Unless there is objection, the Chair will just 
withhold making any such request at this time, until we can see if the 
need for it would justify the expense. 

Mr. Winn. Now, Mr. Ball, if these individuals who presently have 
blocked accounts were all reinstated to a current payment status, the 
amount of benefits, the total amount of benefits, paid to people living 
outside of the United States, would increase by that amount, would 
it not? 

Mr. Batu. Yes, sir. 

Mr. Winn. In other words, the figures which you supplied for De- 
cember of each of the years 1947 through 1952 and for June of 1953 
do not include the amounts of money in the blocked accounts ? 

Mr. Batu. That is correct. 

Mr. Winn. And a payment of the accumulation would further 
swell the total at least in the months in which such payments were 
made? 

Mr. Batu. Yes, Mr. Winn; providing our assumption is correct that 
they would be made. 

Mr. Winn. Now, Mr. Ball, I would like you to refer to the table 
which has been received in the record as exhibit 2: This table shows 
the number of recipients living abroad in December 1952 and receiv- 
ing a monthly OASI benefit by type of benefit and area of residence. 
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Can you tell me from that table how many individuals living abroad 
in December of 1952 received some type of monthly benefit (p. 83) 

Mr. Baw. That is the 25,104. 

Mr. Winn. And how many in June of 1953? 

Mr. Batt. I don’t have that on this table, sir. I think that goes to 
the table marked, “Exhibit 1”; 30,145 (p. 81). 

Mr. Winn. Now, Mr. Ball, of the twenty-five-thousand-one-hun- 
dred-odd individuals receiving OASI monthly benefits and living 
abroad in December 1952, what percent were receiving an aged re- 
tirement benefit ? 

Mr. Bax. 54.72 percent. 

Mr. Winn. And what percent of these recipients living outside the 
United States were receiving a wife’s or husband’s benefit ? 

Mr. Batu, 16.71. 

Mr. Winn. And what percent were receiving a children’s benefit ? 

Mr. Bau. 12.83 percent. 

Mr. Winn. I think it may be noted from a reference to the table, 
which is Exhibit 2, that just less than 10 percent were receiving a 
widow’s or widower’s benefit, just under 5 percent were receiving a 
mother’s benefit, and just over 1 percent were receiving a parent’s 
benefit. 

That is correct, is it not, Mr. Ball? 

Mr. Bau. That is correct. 

Mr. Winn. How many of these 25,000-plus individuals were resid- 
ing in Europe in 1952? 

Mr. Batu. That is 16,629. 

Mr. Winn. And how many were residing in Canada? 

Mr. Bau. 4,492. 

Mr. Winn. And how many in Asia? 

Mr. Batu. 916. 

Mr. Winn. Now, Mr. Ball, in order for individuals to continue 
to receive certain types of monthly benefits, they must continue to 
meet certain eligibility requirements; as, for example, a widow must 
not have remarried. In view of the distances involved when benefits 
are paid outside of the United States, how are such eligibility re- 
quirements checked on? 

Mr. Batu. Mr. Winn, our administration of these payments is car- 
ried on to a very large extent through the State Department. Per- 
haps if you would permit me a connected story on the administra- 
tion, it might be appropriate at this point to read from a brief 
statement. 

Under the Foreign Service regulations of the State Department 
consular offices, the officers are directed to assist in the administra- 
tion of the old age and survivors insurance program in the territory 
of their jurisdiction. They are required to report, through the State 
Department, any information which may assist the Social Security 
Administration in the discharge of its responsibility with respect 
to claimants or beneficiaries who reside in foreign countries. 

The consular officers have specific duties in the payment operations 
of old age and survivors insurance as well as in the process of other 
Government agencies making payments to residents of foreign coun- 
tries, such as the Veterans’ Administration. 
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All such checks to beneficiaries with foreign addresses, except in 
Canada—there is a special situation there—are forwarded—the checks 
are forwarded—by the regional disbursing offices to the Treasury 
Department in W ‘ashington. Then these checks are segregated out 
and forwarded to the Office of Special Consular Services in the De- 
partment of State, where they are sent by diplomatic pouch to the 
indicated Foreign Service oflice. Now, the checks to beneficiaries re- 
siding in C anada are released directly from the Treasury disbursing 
offices here through the regular mails. That is the exception. 

The manner of the distribution of the checks within a foreign coun- 
try by the consular officers differs in a general way as between the 
English-speaking countries and the non-English-speaking countries. 
Usually, since the checks are in English, in the English-speaking 
countries they tend to use the regular mail system; whereas in the 
distribution in the non-English-speaking countries their general prac- 
tice is to deliver the checks personally, to have the individuals come 
in, and to make a personal delivery of the check. 

However, in either instance, the basic requirement of delivery to 
the proper individual governs, and the particular method used de- 
pends upon the circumstances existing within a consular district. 

There are two other special situations there. In Italy the checks 
are delivered through the Bank of Italy, through their branch offices 
throughout Italy, and in the Philippines through the Manila branch 
of the National C itv Bunk of New York. 

Now, one of the specific duties with which the consular officers are 
ch: arged, under their regulations, is an annual investigation of the 
continuing eligibility of these beneficiaries to get the payments. That 
is directly to your question, Mr. Winn, that they are charged with 
this responsibility of once a year looking into the question of the 
continuing eligibility of these beneficiaries. 

The time and the manner in which they do this is left to the par- 
ticular consular officer. However, the State Department requires that 
these investigations be completed by October 31 of each year. 

The Foreign Service regulations set forth the various conditions 
of continuing eligibility for each of our different categories of bene- 
ficiaries, and in addition to that we have prepared a guide question- 
naire, which they use with some modifications as they wish if they 
want additional information, that they can use in securing this con- 
tinuing check. And they forward these questionnaires, or in some 
situations they don’t forward the actual questionnaire but merely a 
report, based on an interview that they may have had with the indi- 
vidual. They forward that through the Division of Special Consular 
Services of the Department of State. 

I might say that we, in the Bureau of Old Age and Survivors 
Insurance, do not go behind those reports coming from the State 
Department unless there is an ambiguity about some material fact. 

f course, the consular officers are directed to report currently any 
information that comes to their attention that might affect eligibility, 
without waiting for the time of the annual check. And such current 
information could be received in connection with the delivery of the 
checks, since most of it in foreign-speaking countries is done 
personally. 
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It might be desirable, if you would like it, Mr. Chairman, to 
introduce at this point in the record a copy of those Foreign Service 
regulations, which are the instructions to the consular officers on how 
to handle this matter. 

Mr. Wry. I think we will take that up at a later date, Mr. Ball. 
Does that conclude your answer to my earlier question ? 

Mr. Batu. Yes. 

Mr. Wixn. Do you know in what countries the Department of 
State uses a questionnaire such as that to which you have referred ? 

Mr. Bau. To some extent, I believe that that would be used in 
probably all countries, but not necessarily in every case in all countries. 

Mr. Winn. I believe you have in front of you a blank questionnaire 
entitled “Declaration of Person Receiving Payment of Old Age and 
Survivors Insurance.” Is that a typical type of questionnaire to which 
you are referring ? 

Mr. Batu. Yes; I believe this is more or less typical. 

Mr. Winn. Mr. Chairman, I ask that this blank form of question- 
naire entitled “Declaration of Person Receiving Payment of Old Age 
and Survivors Insurance” be received as a part of the record and 
marked “Exhibit 5.” 

Chairman Curtis. Without objection, it is so ordered. 

(The document described was marked “Exhibit 5” and is as 
follows:) 

EXxHIsit No. 5 


DECLARATION OF PERSON RECEIVING PAYMENT OF OLD AGE AND SURVIVORS 
INSURANCE 
Pi OP UI I a ale iets Silda ch ae eimai elim edi chat a eehcoc 
II. Address of payee___-_-- id iE chain tale he 
III. State name of wage earner or former w age earner on WwW hose account pay- 
ments are being received iiss bibdate aba ap lenadgatiinantamiam eigenstate 
IV. Social Security Account No Sete eekncaras < Bincecisdiea anaes ialaeaieaen 
V. (To be answered only in cases where declarant is w: vage earner or former 
wage earner receiving primary insurance benefits.) 
a. Are you married ?____-- If so, give name of spouse_-_---__--—__ 
nn en UR i ceen salen tneahliiadiemenae eh eis ieraiantkieninnan 
b. State number of children you have including stepchildren and 
legally adopted children under 18 years of age_____-__--------------. 
VI. (To be answered only in cases where declarant is rec eiving wife’s insur- 
ance benefits. ) 
a. Are you and the wage earner on whose account you are receiv- 
ing payments living together? Pbnid.id aden tamaccaetameaigs 
b. If not, state reason why you and the wi rage earner are not living 
I iia sii ec tactile lc ella cities echt tlenllaleniciat 
VII. (To be answered only in cases where the declarant is receiving widow's 
insurance benefits. ) 
a. Have you remarried since the death of the wage earner named 
in (III) above?_____- Spies GR ai ei lah shld Me ncaa apts ult n beeline 
b. If so, state date and place of marriage__..--....--..-_-.._--... 
VIII. (To be answered only in cases where declarant is receiving payments as 
guardian of, or for the use of, a minor child.) 


as: nn OUI UU ON i sesicksceieecneneiearineoeemnetasineiadonpigsiaaiionane 
Rai TI Se ae er ee ed as eb hientea — 
ce. Is said child now residing with you?__-----__-__--._______..... 
d. If not, state the reason therefor and the name, address, and 
relationship of person with whom the child now resides__...._._-.. 
ce. Has child married?_-..---- If so, state the date and place of 


a rem estcitcietenit hacker caeh cient iene tnitnttmnistateinisarenitgidialeint —— 
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IX. (To be answered only in cases where declarant is receiving payments as 
dependent parent of wage earner named in (III) above.) 
a. State whether you have remarried since the death of the wage 
enree? i. If so, give date and place of your remarriage____-_____-_ 
X. (This question has no bearing on your entitlement to receive payments of 
old age and survivors insurance, but is asked to obtain information for 
records of this Embassy.) 
ee See Gere Oe Ne Ole DN. Bis Reancnnepenmaducnennnasteneenmad 
b. If so, please give your American passport number__.------------ 
XI. Full signature of payee (as signed on insurance checks) in the presence of 
the person who signs the certificate in question XII: 


Signature of payee 
XII. Certificate: Must not be signed by a relative. (See below list of persons 
qualified to sign.) 
This is to certify that the foregoing statement and signature were 
made by the above-nained person in my presence this day; that I have 


known him (her) personally for___._....years or that satisfactory 
evidence to identify him (her) has been examined by me. 
Nin et cect ced eaten bee bbiadbnbdbtbtnaemte 
PRR ON. an udicntdiis mitaapeaiinincpbeaphng ew aptiidunndiiane 
CU eI. © III) vi ttasieccntsarnncidierannaviginatiininses 0 es 


Only the following persons are qualified to sign the certificate: 

a. American diplomatic and consular officers. 

b. Magistrates, justices of the peace, or police judges. 

ec. Ministers of religion habitually officiating at a place of worship 
within 10 miles of the place where declarant resides. 

d. Police officers not below the rank of sergeant. (Must show 
rank and the force to which they belong, and in case of a 
sergeant, his number.) 

Mr. Winn. Now, what questions, Mr. Ball, are asked of an indi- 
vidual receiving a widow’s benefit, according to exhibit No. 5? 

Mr. Batu. Would you like me to read the question ? 

Mr. Winn. If you will. 

Mr. Batu. It says in “parens”: 

(To be answered only in cases where the declarant is receiving widow’s in- 
surance benefits. ) 

(a) Have you remarried since the death of the wage earner named in III 
above? And 

(b) If so, state date and place of marriage. 

Mr. Winn. Now, will you refer to No. 10 and read the part in 
parentheses ? 

Mr. Bax. On this questionnaire, X is as follows, in “parens”: 

(This question has no bearing on your entitlement to receive payment of old- 
age and survivors insurance, but is asked to receive information for the records 
of this Embassy.) 

Are you a citizen of the U. S. A.? If so, please give your American passport 
number. 

Mr. Winn. Now, Mr. Ball, you earlier testified that you did not 
know how many recipients of OASI benefits living abroad were citi- 
zens of the United States. Does this mean that you have never tabu- 
lated from even a sample of these questionnaires, the percentage of 
those who were receiving OASI benefits and living abroad, what per- 
centage were citizens? 

Mr. Batu. That is correct, Mr. Winn. I would like to point out 
that even if we had done that, we wouldn’t have an answer to your 
previous question. 
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First of all, as I have indicated, we do not get these questionnaires 
in all cases but may get a summary from the Embassy or consular 
service, giving their report to us on events that may require a termi- 
nation of a benefit or some other change. 

This question has begun to appear, in my understanding, only in 
the last year or two, on these forms. Moreover, we have not fol- 
lowed the practice of keeping these particular questionnaires. We 
have taken what action was appropriate on the basis of them, and 
then have destroyed those on which no action was required. 

If we were to go after this question of citizenship information, I 
believe that as we discussed with the staff of the committee, probably 
the best way to get the information in a short time would be throug 
the consular officers themselves, since they have a listing of all the 
beneficiaries in their jurisdiction, and from other sources could prob- 
ably fairly readily identify the citizens and noncitizens. And if there 
is interest in that subject, we would propose to work on it in that way. 

Mr. Winn. You do receive a great many of these questionnaires 
rather than summaries, do you not, Mr. Ball? 

Mr. Bauu. Yes. I might say that since this question has come up, 
we have been keeping these questionnaires in the last few weeks, and 
we do have some on hand now. My only point was that I don’t think 
it would give us a good indication of the total citizen and noncitizen 
picture. If we want that, I think we should go at it directly. 

Mr. Winn. Would you give the subcommittee some idea of the 
percentages of the questionnaires which you have received ? 

Mr. Baww. Mr. Bartlett tells me that, in his judgment, it would 
be something over three-fourths of the individuals on whom we actu- 
ally got a questionnaire. 

Chairman Curtis. I have here in my hand photostats of nine com- 
pleted questionnaires, the total number received by the State Depart- 
ment in a recent short span of time. These completed questionnaires 
cover residents of France, Germany, Hong Kong, the Netherlands, 
Portugal, and Scotland. 

On only 2 of the 9 questionnaires do the recipients of the OASI 
benefit state that they are citizens of the United States. 

On six of these questionnaires, the recipients state that they are not 
citizens of the United States. 

And on one the recipient does not answer the question in respect to 
citizenship. 

I submit these photostats of the nine completed questionnaires for 
inclusion in the record. And we will marked them “Exhibits 6 to 
14, inclusive.” 

(The photostats of the nine completed questionnaires were marked 
“Exhibits 6 to 14, inclusive,” and are as follows:) 
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ExHIsIT 6 


Ma r sé, jz 
Naini eee 


DECLARATION 


Nom complet du bénériciaire M™ Mg pie AHARON/AN 
Adresse du bénéficiaire 73 haveue Kee Cer Sthoup. Nouele 


Indiquez le nom du salarié ou ancien salarié au compte 
duquel les paiements sont recus. 


____H! Phases fWAROMAM 





Indiguez le numéro du Social Security Account 362-16-450/ 


(NE REPONDEZ A CETTE QUESTION QUE SI VOUS ETES VO 
MEMc LE SALARIE OU EX-SALARIE, BENEFICIAIRE DIREC 
D'UNE ASSURANCE) 


U- 


a. Etes-vous marié (e) Dans l’affirmative, indiquez 
le nom de votre époux(se) 


Date et lieu du mariage 


b. combien d’'enfants vous avez, y compris 
s et enfants adoptés légalement de 
ans 





(NE REPOND 





WDE SET UVESTION QUE SI VOUS ETES BENE- 
FICIAIRE EN QUALITE D'EPOUSE) 





a. Vivez-vous avec le salarié au compte duquel vous 
recevez des paier.ents? ae a 

bd. Dans la régative, indiquez pourquoi vous ne vivez 
pas avec le sSalarié 














(NE REPONDEZ A CETTE QUES TION QUE SI VOUS ETES BENE- 
FICI.ALIR» Ei] QUaLITE DE VEUVE) 


a. Vous étes-vous remariée depuis le décés du sala- 


rié nommé au paragraphe III ci-dessus? _A/ wy 


bd. Dans l*afiirmative, indiquez la date et le lieu 
du mariage. 








(NE REPONDEZ A CET QUESTION QUE SI VOUS RECEVEZ 

DES P LIEMEWTS EN QUALITE DE TUTEUR, OU A UTILISER «U 
PROFIT D'*UN ENFANT MINEUR) 

@. Indiquez le nom complet de l'enfant 

b. Date de naissance de l'enfant 


c. Cet enfant vit-il avec vous? Dans la néga- 
tive, indiqyez-en la raison et les non et adresse 
sinsi que la parenté de la personne avec laquelle 
l'enfant habite 
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Exuisit 6—Continued 


“Le 
« 


a. L'enfent est-il (elle) marié (e) ? Dans 
l‘effirmative, indiquez les date et lieu du 
mariage . 





mx (NE REPONDEZ A CETTE QUESTION QUE SI VOUS RECEVEZ 
DES PAIEMENTS EN QUALITE D*ASCENDANT A CHaRGE DU 
SALARIZ NOMME AU PARAGRAPHE III CI-DESSUS) 


a. Indiquez si vous étes remarié (e) depuis le 
déctés du salarié ; Dans l'affirmative, 
indiquez la date et le lieu de votre rema- 
riage 











x. (CETTE QUESTION N*A AUCUN RAPPORT AVEC VOS DROITS 
AUX PAIEMENTS D'ASSURANCES VIEILLESSE ET SURVIVANCE 
Ys MAIS EST DEMANDEE DANS LE BUT D'‘OBTENIR DES REN- 
SEIGNEMENTS POUR LES DOSSIERS DU CONSULAT GENERAL) 
@. Etes-vous citoyen (ne) américain (e)? 





b. Dans l'affirmative, indiquez le numéro de wtre 
passeport américeain 





a XI. SIGWATURE COMPLETE D 
u 


BENEFICIAIRE (Telle que 
signée sur les chéq d‘'as 


“ 
es assurances). 


Signature du obéneficiaire 


CERTIFICAT: (Ne doit pas @tre signé par un parent du bé- 
néficiaire. Il peut étre souscrit par une des personnes 
mentionnfes ci-aprés; Un offieier consulaire des Etats- 
Unis; um juge de paix; un oo ssaire de police; un 
prétre de la lecalité méme du dénéficiaireyile maire de 
la commune of réside le bénéficiuire.) 

Je, soussigné, certifie que lea d&éclaration ci- 
dessus a été faite et signée en mea présence par la 
personne nommée ci-dessus, que je connais depuis 

ans, ou dont jtai examiné les piéces d'iden- 


{ 
wei ae A 
yt + am Signature: " Uns nok Te, 
. _ ‘ a v 

' a. <.% Profession: 

Adresse: 
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ak 


cet’ 
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Exuir 7 
/) Yo rse] If. ¢ 
Rprererentee 
DECLARATION 


ow i 
le complet du bénéficiaire | - oree 
Y: [ [> 


Iz. Adresse du bénéficiaire 





III. | Indiquez le nom du salarié ou ancien salarj 
duquel ies paiements sont recus. é 








wnahsaiaaees le numéro du Social Security Account “09-34 


Vv. (NE REPONDEZ A CETTE QUESTION QUE SI VOUS ETS VOUS- 
MEME LE SALARIE OU EX-SALARIE, BENEFIVIAIRE DIRECT 
D'UNE ASSURANCE) 


y 2% Etes-vous marié (e) Duns l'afrirmative, indiquez 
le nom de votre 6poux(se) Wer Fit be fosen 


Date et lieu du mariage 


a 
e 


/ b. Indiquez combien d'enfants vous avez, y compris 
; beaux-enfants et enfants adoptés légalement de 
‘ moins de 18 ans 


VI. (NE REPONDEZ A CETTE QUESTION QUE SI VOUS ETES BENE- 
FICIAIRE EN QUALITE D'EPOUSE) 


a. Vivez-vous avec le salarié au compte duquel vous 
recevez des paiements? ait 

b. Dans la négative, indiquez pourquoi vous ne vivez 
pas avec le salarié 





VII. (NE REPONDEZ A CETTE QUESTION Q SI YOUS ETES BENE- 
FICIAIRE EN QUALITE DE VEUVE) 
a. Vous @tes-vous remariée depuis le décés du sala- 
rié nommé au paragraphe III ci-dessus? 








bd. Dans l'affirmative, indiquez la date et le lieu 
du mariage. 


VIII. (NE REPONDEZ A CETTE QUESTION QUE SI VOUS RECEVEZ 
DES PAIEME::TS EN QUALITE DE TUTEUR, OU A UTILISER aU 
PROFIT D'UN ENFANT MINEUR) 


a. Indiquez le nom complet de l'enfant 








bd. Date de naissance de l'enfant 





c. Cet enfant vit-il avec vous? Dans la néga- 
tive, indiquez-en la raison et les nom et adresse 
ainsi que la parenté de la personne avec laquelle 

l'enfant habite 
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Exnuisit 7—Continued 


d. est-il (elle) marié (e) ? Dans 
ative, inciquez les date et lieu du 











Be (NE REPONDEZ A CETTE QUESTION QUE SI VOUS RECEVEZ 
DES PAIEMENTS EN QUALITE D'ASCENDANT A CHaRGE DU 





AU FARAGRAPEHE III CI-DESS'S) 


a. Indiquez si vous étes remarié (e) depuis le 
décés du salari ; Dans l'affirmative, 
indiquez la fate t le lieu de votre rema- 
Plage 





AVEC VOS DROITS 
EILLESSE ET SURVIVANCE 
D'OBTENIR DES REN- 
DU’ CONSULAT GENERAL) 


nin (e)?_ywey 









> DU BENEFICIAIRE (Telle que 
héqgues d'assurar ices). 


+ —— 


ra eee 
0 she taleg— 


sné- par un parent du bé- 
néficiaire. Il peut par une des personnes 
mentionnées ci-aprés: Un offici sonsulaire des Etats- 
Unis; un juge de paix; un commissaire de police; un 
prétre de la loculité méme du bénéficiaireyjle maire de 
le commune of réside le bénéficiuire.) 






CERTIFICAT:(Ne doit pas 
t 


Je, soussigné, certifie que la déclaration ci- 
dessus a 6té faite et signée en ma présence par la 
ersonne nomm6ée ci-dessus, que je connais depuis 5 
’ J 


a i. {i ans, ou-dout jie examin tes pidece—dliiden— 


, 


Signature: 


profession: Afanr« de ef ates da Vero (Con 
Adresse: 
0 View un) 


Dates: ), = Av = A464 
[hwy 





gk = J. 9) fais 
fir2th. ps bef 
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ExHIsIT 8 


Aisben 


SOBREY IVENCTA 
? 
Nome completo do recebedor at 7. Ke 


+ 
Morada d> recededor vibe ty a . 722 te = = Lae Fe Le a loeed 
Nome do acealariado ou exaassalariads ec, ‘a $55 -Frem CS nagacertos 
que lhe séo feitos Thus a 4 “ ‘te b= aaa eal ae capammaal Meee 
Seu numero da Social ecurity Ltda- 03-5922 


ZRESPONDER S6 NO CASO DO DECLARANTE SER ASSALARTADO OU EX~ASSAL AR TAUO 
RECRBE DO BENEFICIOS PRIMAR(OS DE SEGURO/. 


a. p caséjo? ew’ Em caso afirmativo nomeie o conjyge 4 
as data e local .o casamento _¢ 4 ° 
outg le €: %y as [incluingo entaaios e filhos acoptivos, com menos 
& 13 ancs de iaaac? 


Ga SG NO CASO DO DECLARANTE RECIBER RENEFICIOS DE SEGURO COMO 
ESPOSA/. 


a. Vive juntamente com o assalarialc de cuja conta recebe pagamentos? 





—_—_—aeewewess ee ° ~ ‘ 
b. Em caso negativo, declare a razao por que nao vivem juntos 





RES PONDIR SG NC CASO DO OSCLARATTE RECERER ASISFICIOS DE CERPC CCK 





VIUVA/. 

a. Voltou a casar-se devois da morte do assslariad>e nomeaio na oergunta 
iz 3? 

BR is, cass airmatave, jual a data 2 = iscal casamerto? 





[Res DER £6 NC CASO BO NICLAPANTE PNCHVER CATAYE'IOS COO TITCR CU 

PARA YEO DT IM FILHO 2S ENOR/. 

a. Nome commleto da crianga 

b. Data ie nascimente 

ce. A crianga em referencia vive ccrsigo? 
Em caso nezativc, dia vorqué e indi ve o nome, & morada e o paren— 
tesco <a vessoa com qyem ela vive, 


d, No caso de ser miior e se ter casaic, ini.que a data eo local do 


casamentc 











(RZ5PCNDER SO NO CASO DO DECLARANTE RECEBER PAGAMENTOS COMO PAI OU MAE 

DSPENUENTE DO ACSALARIADO NOMEAUG 1.0 NO.3/. 

a. Voltou a casar-se depcis da morte do assalariado? « Em caso 
afirmativo, indique a data e o local do rove. casamento. 


(continua) 
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Exurisit 8—Continued 






PREGI"TA NADA ToM Que V&R CO’ oO SEN 
OM PR ST uToE ¢ _—« oT 
tgs ~ cd. IUS ( r ¥ ie Y +4 ty we 
EMPAIXAD nf» 
a. E cidaiae americano? aa , b. Emcas> afirmativo, qual é 


© numero do seu passaporte americano? 





Faga 2 sua assinatura completa (exactamente como a faz nos cheques que 
lhe s} destinados) verante ze vessoa que subscreve o certificado deuido 
no No. 12. Se nie souber escrever, dever{ fazer uma cruz no es>1¢g0 
reservado Dara a sua 2ssinsture. 


assinature do recvebedor 








CoaTIFICaDO: (20 deve ser assinado por qurlqyuer Sarente, ms sim por 
“uma tutorit:de do local da sua residencia. 


Certifico que as ieclara;ous e a assinatura que antec+- 
dem forim feitas oerante mim osla pessoa acimi mencion2a~ 





Ga, nesta data; «que « conhsgo pessoalmnte hf 
anos ou ue examinei provas sitisfatérias da sua identi- 
dade. 


assinaturr: , ie sas Lors az doa, CLEee 
Morada: * hea % * ye e 
Tf{tule: = Pe eseclon 


Data: J7 % hints “he Z4 £2 


oot Bam * 


Carimbe: t Lagest [drroestie hee C7 


? ; * 
= A é 

+s i ‘ 
Nea i ix 





I. 
II. 
III, 


IV, 


vI. 


VIII. 
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ExuHIsItT 9 


Ho va Kang 


DECLARATION OF PERSON RECEIVING PAYMENT OP OLD AGE 
AND SURVIVORS INSURANCE ee 
Full name of payee: YOUNG Hoo Shee 
Address of payee: 
State name of wage-earner or farmer wage-earner on whose account 
payments are being received; YOUNG Hoo Shee 


State Social Security Account No. 575-0 3~ hoa B 


(TO BE ANSWERED ONLY IN CASES WHERE DECLARANT IS WACE EARNER OR 
FORMER WAGE EARNER RECEIVING PRIMARY INSURANCE BENEFITS). 


a. Are yo. married? YES . If so, pive name of spouse: 


» si 
XOQUNG Shek (deceased) ; date and place of marriage: 








NN eee 
bs, State the number of children you have including stepchildren 
and legally adopted children under 18 years of ave:_ Io 

c. Worked for more than USOy.00 for the month of: Mone 


(TO BE ANSWERED ONLY IN CASES WHERE DECLARANT IS RECEIVING + 
WIFE'S INSURANCE BENEFITS). 


a, Are yo andi the wage eamer cn wt ac ant you ury receiving 
payments living together? 
b. If not, state the reason why you ani the wage eamer are not 


living together: : f 


cs Worked for more than US¥50.00 for the mor 











(TO BE ANSWERED ONLY IN CASES WHERE DECLARAWT IS RECEIVING WIDOW'S 


INSURANCE BENEFITS), 


a. Have you remarried since the deatt 
in (III) above? 


















c, Worked for more than US¢50 for the m 
(TO BE ANSWERED ONLY IN CASES WHERE DECLARANT IS RECEIVING 


PAYMENTS AS GUARDIAN OF, FOR THE USE OF, A MINOR CHILD), 

a. State full name of child: 

b. Date of birth of/child: 

c. Is said child lw residing with you? = ee t, state 
the reason erefor and the name, address, and relationship 
of person with whom the child now resides: 









e child married? « If so, state the date and 
e of marriage: 








88458—54—pt. 2——-8 
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Exurisit 9—Continued 


-2-= 
rx, (TO BE ANSWERED ONLY IN CASES WHERE DECLARANT IS RECEIVING 
PAYMENTS AS OEPENDENT PARENT OF WACE EARNER NAMED IN (III) 


ABOVE). 


State whether you have remarried since death of the wage- 
earner: . If so, give date and place of 
your remarriage: 











Worked for more than US$50.00 for the month of: 






x. (THIS QUESTION HAS NO BEARING ON YOUR ENTITLEMENT TO RECEIVE 
PAYMENTS OF OLD AGE AND SURVIVORS INSURANCE, BUT IS ASKED TO 
OBTAIN INFORMATION FOR THE RECORDS Of THIS CONSULATE GENERAL). 


a. Are you a citizen of the U.S.A.? lo . 
b. If so, please give your American passport No, Wo 
Witnesses to mark: 


Her + mark 
- a MLL. 


“~Z Jtee~ 
ILD Gee, 16 Fa Hui Read,Kowlooa, YOUNG Heo Shee 
/ ~ Signatare of payee 


R.M.V. Ribeiro, 32 Bowrington Ri.Top Fl. 
a é- Date: Septenbder 24, 1953, 





I, 


II, 


III, 


VI, 


VII, 
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Exursit 10 
B. REMEN 
DECLARATION CF PERSON RECEIVING PAYMENT OF 


PAY ME 0 
0 GE AND SURVIVO INSURANCE 
oroth: GARPE 
Full nane of payee i secur cnenennes 
(Voller Vor= uni Nachnahme ) 


Address of payee ..... Pad, Pyrmont, Brummenstrasse, 2... .....eeees 
(Genaue Adresse) 


Name of wage-earner or former wage-earner on whose account payments 
are being received’ (Name des Lohnempfaengers oder frueheren Lohn- 
empfaengers fuer dessen Rechnung die Auszahlung erfolgt) 


SOHO OEH HEHEHE EEE OEEEEEEEEEEEEEEEE ETE EEEEEEEEH EHH EEE HEH EHEHD 


Social Security Account No, MPA ~4G4 Deceecoooacecece 


(TO BE ANSWERED ONLY WHERE DECLARANT IS WAGE-EARNER OR FORMER 
WAGE-EARNER RECEIVING PRIMARY INSURANCE BENEFITS) 


a, Are you-married? peu asscane 
(Sind Sie verheiratet?) 
If so, give name Of SPOUSE seocccevcverescerccesssressccceses 
(Wenn ja, Angabe des Namens des Ehegatten, bezw, der Gattin) 
Date ard place Of MATT1AGe seccessececcocerersereresesereeses 
(Datum und Ort der Eheschliessung) 


b. Number of children unter’ 18 years of age (include step~children 
and legally adopted children) seosccccseccccccsecesccsscesece 
(Zahl Threr Kinder unter 18 Jahren = einschliesslich der Stief- 
kinder und gesetzlich adoptierter Kinder) 


(TO BE ANSWERED WHERE DECLARANT IS RECEIVING WIFE'S INSURANCE 
BENEFITS ) 


a, Are you and the wage-earner on whose account you are receiving 
paynents living together? ceecceccvesccccrccesccsscvecesecece 
{Leben Sie zusammen mit dem Lohnempfaenger, fuer dessen Rechmmg 
Sie Zahlumgen empfangen) 


be If nob, state: the. reason for cccercccccccccvscoccocsoscoveccce 
(Falls nicht, Angabe des Grundes) 


(TO BE ANSWERED WHERE DECLARANT IS RECEIVING WIDOW'S INSURANCE 
BENEFITS) 


&,. Have you remarried since the death of the person named in 
III above? Oe eeereeesereres. 
(Haben Sie seit dem Tode der wter III genannten Person 
wieder geheiratet?) 

db. (If so, give the date and place of marriage cesseccsecsreccces 
(Wenn ja, Angabe des Datums und Ortes der Eheschliessung) 
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Exurpit 10—Continued 


o2« 


VIII, (TO Ho ANSWERED WHERE DECLARAM!" IS’ RECEIVING PAYMENTS AS 
GUARDIAN OF, OR FOR THE USE OF, A MINOR CHILD) 


@. Full name of child osscrcseccccccccvececaccccccseseseveeset, 
(Voller Vor= und Bachn hme: des ’Kindes ) 

be. Date of birth of Child .,c,eyoyopeyezepeyeyegovocvessevece, 
(Geburtsdatum dieses Kindes) 

ec, Is this child now residing with you? ccccccsccscercesevoces 
(Wohnt dleses Kind jetzt bei Ihnen?) 
If not, state .why, and give the name, address, ani relation= 
ship of the person with whom the ehild lives. 
(Falls nicht,.Angabe des Grundes, sowie Name, Addresse und 
Verwanischafte; srad der Person bed. welcher das Kind jetzt wohnt) 


SOOO EOE EOE EOE EEH EEE E EOE EH EEETEHEEH EEE EEEEEEEFEETESEES 








ORCC CEORES SOS EDS eodeecceseorerecoccocoeececoceceeeces® es0ee 
a, Has the child married? ....cece 
(Hat das Kind geheiratet?) 
If so, give date and place of marriage ecocvesscocecccoceses 
(Falls ja, Angabe des Datums und Ortes der Eheschliessung) 


z (TO BE ANSWERED WHERE DECLARANT IS RECEIVING PAYMENTS AS DEPENDENT 
PARENT OF PERSON NAMED IN III) 


Have you remtriod gince the death of the wage-earner named in 
III above? ier osiedindhs oaeieribe 
(Haben Sie seit dem Tode des unter III genannten Lohnempfaengers 
wieder geheiratet?) 

If 30, date and place of remarriage ssessesseccessessserescees 
(Falls ja, Datum uni Ort Ihrer Wiederverheiratung) 


x, (THIS QUESTION HAS NO BEARING ON YOUR ENTITLEMENT TO RECEIVE 
PAYMENTS OF OLD AGB AND SURVIVORS INSURANCE, yet IS ASKED TO 
OBTAIN INFORMATION FOR THE CONSULATE GENERAL'S RECORDS) 


tor you an American ettison?,. C2... 

Sind Sie amerianischer Staa rger?) ia 
If so, please give your American passport no, 1KK 896... 
(Falls ja, Angabe der Nummer Ihres amerikenischen Passes) 


ZY, Full sigmture of payee (as signed on Insurance Checks) in the 
presence of the person who signs the certificate in question XII, 
(Volle Unterschrift (wie auf Ihren Checks) in Gevenwart der Person, 
die die Bestaetigung unter XII unterzeichnet, anzubringen) 


F ni hla P gated: 


(Unterschrift des Zahlungsempfaengers ) 
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ExnreitT 11 


Aondewv 


DECLARATION OF PERSON RECET vING PAYMENT OF OLD PCE AND 
R > URANCE 








o ° 
e State fll nane of wage-vas r former wape-oarn on whose acccunt pay- 
moerts are being received: KATHERINE: Fevcy- en aay grt, Sell 


4. State Social Security claim No. = O83 -O)}-7);9q 


ISWERED ONLY Us CASES WHERE Di CLARANT | S S_ WACE-EAPI ER FECEI VING 
aN t - af - w dow > 
4° Not s ve 








a. name of spcuse < 
2 date and place of mirriage Pd 


eh LARANT 30 RECH=LVING WAFE'S OR HUse 





N f 5 ~EFITS). 
Wife or Husband: a, Aro you and the 






wege-sirner on/whose account you are 
receiving paym 


pay iving tpfotlor? lf not, state 
the reason why you ond tyé wage-earner are not living 
together 
VING 1 5 


7. (10 BE ANSWERED ONLY IN CASES WHER= DECLARANT 
OR FORMER wire DIiVoRC=D, INSURANCE BENET 1S) 
Wife, Widower or 
Former wife divorcei: 
a. Have you remarried since the death of the wage-earner 
named in (3) above? If sc, state the cate 
and place of y:ur rarriegy 



















fi-Tive years of age, co you have 
10 4s recoiving monthly benefit 
If "No" give date when child 


b. Tf you are umer s: 
a child in your c 
payments? 
left your care 
































8, (TO BE ANSWERED 0} wLY IN CASES WHERE DECLARANT "1S Fee " 
THE USE OR CHTITY. “ 
a. State full name cf child a 
b. Date of tirth of child 
@. Is said child now residing with 
If not, state the reason theyéfer and the name, address 
and relationship of person“with whom the child now ree 
sides 
é, Has the child marrie __ T¥s0, state the date and 
place of marriage — 
9, 





TO BE ANSWERED ONLY IN CASES WHERE DOCLARANT IS RECEIVING PAYMENTS aS 
‘AR wR IN (3) 3) ABOVE). 


a, State whether you havp-temrriei since death of the 
wage-carnor f so, give date and place of 
marriage ee 
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Exursit 11—Continued 





ll. 


12. 


a, Are you @ citizen of tho U.S.A.? No If se, givo yeur 
American passport number 


Full signature of payee (as signed on insurance checks) im the presencé 
ef a person who signs certificate in itom (12), - 





Signature of payee 


CERTIFICATE ***Must not be signed by a relative (see below list of 
porsons qualified to sign) 


This is to certify that the foregoing statement and signature were made by 

the above named person in my presence this day; that I have known bim/her 

personally for G _ years or that satisfactory evidence to idontify heen /hor 

has been examinod by me. s 


Signature ¢ panes le omar Re PrLees) LerPes. 
Postal addres 22. Cig, Oo a Contents Laenent 


Qualification (Title) Lead: aed © nme tree 
Date__ sala \s3_ 


LIST OF PERSONS QUALIFIED TO SIGN THE CERTIFICATE 


a. Amerioan Diplomatic or Consular Officers, 

b, Magistrates, J.P's or Police Judges, 

db. Ministers of Religion habitually officiating at a place of worship 
within ten miles of the placo where the declarant resides. 

@. Police Officers not below-the rank of Sergeant. (Must show rank of the 
force to which they belong, and, in the case of a Sergeant, his humber), 

e. Bank Managers, 

f. Veterans Affairs Officer. 





TD 


6s 


Te 


%. 
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ExHIsIT 12 
ASbew 


DECLARACAO DA PRSSOA GUE RECERE PAGAMENTC DS SEGURO POR VELHICE © 
SCBREVIVENCTA 








Nome completo do recgeb 
“orada di- recebedor * 


Nom? do acsalariado ou, ex-assalariayc de cuia conta ccfrem os pagamentos 


que lhe s& feitos ‘ ‘ ols 
Seu numero da Social Security (/ -0S /3 


ZRESPC:'DER S@-NO SASC DO DECLARANTE SEK ASS/ALAKIADO OU EX=ASSALARIADG 
KACERE. DO cS 'BraegcS chin... 2 Le SEGURO’. - 
a. £E, casade? (dee Em. casc afirmativo nomeie o von juge 

A data e local do casamento Yu , 


Oe te te ne: 
be Quertos filhcs teu, incluindo eftiaacs e filhos adoptivos, com menos 


de 1é anos ie idade? . 
RESPONDER SE ND Caso CC DECLARANTE RECEBER BENEFICIOS DE SEGURO COMO 
ESPOSA/. 
a.* Vive juntamente com o assalariado de cuja conta recebe pagamentos? 


_—_—_— _,_, —__ __* @ ; 
be Em caso negativo, declare 3 razao por que nao vivem juntos 





ZRESPONDER S6 NO CASO DO DECLARANTE RECEFER BENEFICIOS DE SEGURO COMO 

Viuva/. 

a. Voltou a casar-se depois da morte do assalariado nvmeaic na pergunta 
No.3? = — +) 

hb. Em caso afirmativo, qual a data e o local do casamento? 











ZRESPCNDER $6 NO CASO DO DECLARANTE RECERER PAGAMENTOS COMC TUTOR OU 
PARA USO DE UM FILHO MENOR/, 








a. Nome comoleto da crianga — 
b. Data de nasci mento _ 
c. A crianga em referencia vive consigo? = 


Em caso nezativo, diza porqué e indique o nome, a morada e o paren- 
tesco da pessoa conf quem ela vive. me me 


ad. No caso de ser maior e se ter casaio, indique a data e o local do 


casamento = 








ZRESPCNDER S6 NC CASO DO DECLARANTE RECERER PAGAMENTOS COMO PAI OU MAE 

DEPENDENTE DO ASSALARIADG NOMEADO NC NO.3/. 

a. Voltou a casar-se depcis da morte do assalariado? -— . , Em caso 
afirmativo, indique a data e o local do novo casaméentc. 


(continua) 
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EXHIBIT 12—Continued 






2°. ZESTA PREGUNTA NADA TEM QUE VEF TO DE RECEBER PAGAMENTOS 
DE SEGURO POR VELt Ol REVIVENCIA, MAS RESSA ACS ARQUIVOS DEST/ 
EMBAIXADA 
a. E cidad3e americano? wap , b. Em caso afirmativo, qual é 
umero do seu pessaporte americano? ms ° 
lu. Faga a sua a ture completa (exactamente como a faz nos cheques que | 
lhe sao destinados) perente a pessoa que subscreve o certificado pedido 
no No. 12. Se nao souber escrever, dever4 fazer uma cruz no espacgo 


reservado para @ su& assinetura. 


0 ocmel 2 Yard 


Assinatu#s do recebedor 


12, CERTIFICADO: Nao deve ser assinado por qualquer parente, mas sim por 
uma autoridade do local da sua residencia, 


Certifico que as declaragoes e a assinatura que antece- 
dem foram feitas perante mim pela pessoa acima menciona— 
da, nesta data; que a conhego pessoalmente h4 SO 
anos ou que examinei provas satisfatérias da sua identi- 
dade, 


Assinatura: See dL Dau Tartare Dla gash Lea ny 


“4 = : 
Morada: Ay Carilho salir 


f” ‘ 
Titulo: _ Anco 


Data: 1% grade lets Rises telllt neem 


Carimbeo: 
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ExHrsiT 13 


Ka [Terdam 


DECLARATION OF PERSOW RECEIVING PAYMENT OF OLD AGE AND SUR - 
VIVORS IlisURANCE 


I. Pull name of payee: Antonia F, La Baschant reas 
II. Address of payee: Rotterdamsche Disk 155, Sehiedam 


III. State name of wage-ecrner or former wage-earner on whose 
account payments are being received: _ myself _ 


IV. State Social Security Account No. “of. 22-4865 
.TO BE ANSWERED ONLY IN CASES WHERE DECLARANT ‘IS WAGE 
EARNER UR FORI.ZR WAGE EARNER RECEIVING PRIMARY INSURANCE 
BENEFITS) 
a. are you married?Wwidow If so, give name of spouse: 


3; date and place of marriage: 


ee ee eee we 8 ee 8 ee need 








b. State the number of children you have including step- 
children and legally adopted children under 18 years:_none 


Vv. (TO BE ANSWERED-ONLY IN CASES WHERE DECLARANT IS RECEIV- 
ING WI“E'S INSURANCE BENEFITS) 
a. Are you and the wage earner on whose account you-are 
receiving payments living together? _husband deeeas 
b. If not, state the reason why you and the wage earner 
are not living together 


VI. (TO BE ANSWERED OuLY IN. CASZS WHERE DECLARANT IS RECEIV- 
ING WIDUW'S IiisURANCE BENEFITS) 
a. Have you remarried since the death of the wage earner 
named in IiI above? _no __ 
b. If so, state the date and place of marriage: 


VII. (TO Bz ANSWERED ONLY IN CASES WHERE DECLARANT IS RECEIV- 

oe AS GUARDIAN OF, OR FOR THE USE OF, A MINOR 

CHILD 

a, State full name of child: cae ae ee ae ee 

b. Date of birth of child: ee er ae cer Re 

c. Is said child now residing with you? ive pial A) 
If not, state the reason therefor and the name, address 
and relationsnip of person with whom the child now re- 
sides: 


d. Has the child married? ~"" "If ‘so, ‘state the date and 
place of marriage:__ 
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Exursit 183—Continued 


(TO BE ANSWERED ONLY Il! CASES WHERE DECLARANT IS RECEIV~= 
ING PAYMENTS AS DEPENDENT PARENT OF WAGE EARNER NAMED 

in III ABOVz) 

a, State whether you have remarried since death of the 
wage earner: —_—s«sésdL sso, give date and place of your 
remarriage :_ 





(THIS QUESTION HAS NO BEARING ON YOUR ENTITLE.NT TO 
RECEIVE PAYMENTS OF OLD AGE AND SURVIVORS II/SURANCE, 
BUT IS ASKED TO OBTALiW INFORIATION FOR THE RECORDS OF 
THIS CONSULATE) 

a. Are you a citizen of the U.S.A.?_ yes 
b. If so, please give your American passport number: 

Weer ss Sree _ 188215 /U17518 

Full signature of payee (as sigried on insurance checks) 

in the presence of a person who signs certificate in 


question XI: 
wa 
leer 2X Bawket 
ignature of payee 


CERTIFICATE (Must not be signed by a relative) 


This is to certify that the foregoing statement and 
Signature were made by the above named person in my 
presence this day; shucxdxtmerckhseuchétmctiectcperesox 
matexdwexcxcxcxcxcxc augxexs that satisfactory evidence 
to identify ite (her) hasbeen examined by me. 


Signature: 


Postal address: 


—< on 4 





of _— 


a reRRRERPAERTR 


Namen 


ee rremnins 
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ExHIsit 13—Continued 


-3- 


XII, CERTIFICATE (itust not bo signed by a relative); 
list of persons qualified to sign, 
(BESTAETIGUNG = darf nicht von einem.Verwaniten wnterschrieben 
werden; siehe unten Liste ier unterzeichnungsberechtigten Personen) 


see below 


This is to certify that the foregoing statement and signature 

were made by the above named person in my presence this day; 

that I heave known him (her) personally for ose. years or that 
satisfactory evidence to identify him (her) has been examined by me, 


Oe ti i er 


(Hiermit wird bestaetigt, dass die vorstehenden Angaben heute von 
der unter I genannten Person gemacht uni in meiner Gegenwart 
unterzeichnet wurden, und dass ich den Unterzeichner persoenlich 


Scit ..eeee. Jahren kenne oder das genuegender Nachweis seiner 
Idontitaet von mir geprueft worden ist, ) 


Bad Pyrmont = 4 2, Sep. 1953 


SCH SETHE ESO HO TESOL ESEOEEES 





Postal, addre : ppostadresse ) 


PORTERS: oc ivieccccecivececccscecsonce 
Ge Official Title (Offisieller Titel) 





. FY 
acre aneatearaanteen 


Date (Datum) 


* Only the following persons are quzlified to sign the certificate: 
(Die unter XII genannte Bestaetigung ist yon einer der folgemien 
Persoralichkeiten su unterseichnen): 


a. Americen Diplomtic and Consular Officers 
(einem amerikanischen diplomatischen oder Konsular-Beamten) 
bd. Ministers of religion habitually officiating at a place of worship 
within ten miles of the place where the declarant resides, 
(einem Pfarrer, der seinen Amtssitz in einem Ort hat, der nicht 
mehr als 16 Kilometer vom Wohnort des Zahlungsempfaengers entfernt ist) 
C. Police officials at your local police station 
(einem Polizeibeamten Three sustaendigen Polizeireviers) 
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I. 
II. 
Ill, 


IV, 


VI. 


VII, 


VIII. 
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ExHIBiT 14 


zen, Rip 


-=— = =. 





(VIN PA «iNT OF CLO AGE 


DECLARATION OF PEXSUK 
ALD SURVIM 

















Pull name of payee: YOUNG Meu 

Address of payee:c/o Hotel Tai San, 52 tua Kova 10, BA 

State name of waze-cirnecr or (omer ware-carner on weose account 
payments are being received; sare AS AUtVe 


eee Ea 
State Social Security Acccunt No, J Fo Nh As 








(TO BE MJSWERED ULLY Ii, CASES WHERE DECLARANT IS WACE EARNER OR 
FORMER WAGE EARKER ROCEIVING PAIMARY INSURANCE 3BNEFITS). 





a. Are you marriecd?__yes_, If so, give name of spouse:_"YF 
Yure &, ; date and fom , Nov. 17 
cis 3 date and place of marrias : ¥ 
ph 1028] da? ; ar shun /illage, Urn.ncsnhie nine, yvnina. 





b. State the number of children you nave including stepchildren 
and legally adopted chiltiren under 18 years of are:__iwe. 
c. Worked for more than US$@{°00 for the month of: . 





(TO BE ANSWERED ONLY IN CASES WUERE ‘DECLARANT IS iMCELVING 
WIFE'S INSURANCE aeEFITS). 


a. Are yo and the ware earner on whose acccunt you ave receiving 
payments living togeti 
b. If not, state the reason why you ami the wige edmer are not 
living together: 














c, Worked for more than US¥50.U0 for the mont& of: 

(TO BE ANSWERED ONLY IN CASES WHERE DECLATANT IS RECEIVING WIDOW'S 
INSURANCE BENEFITS). 

a. Have you remarried since the death of the wage ear: r named 


in (III) above? 
b. If so, state tie date aa place of marr’ . 








¢, Worked for more than US950. 


(TO BE ANSWERED ONLY IN CASB@ WHERE DECLARANT IS RECEIVING 
PAYMINTS AS GUARDIAN OF, ©R FOR THE USE OF, A wINOX CHILD). 









a. St 
b. Da 
c. Is y’now residing with you? . 2a 
the reason Mherefor and ss, an 
of person-with whom e 1 aa 
/ 





dad. Has/the child marric 
py4ce of marriage: 


state the date and 


—_——_- , 


a 
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ix HIBIT 14—Continued 


on 


ym, (TO BE ANSWERED ONLY IN CASES WHERE DECLARANT IS RECEIVING 
PAYMENTS AS DEPENDENT PARE!T OF WAGE EARNER NAMED IN (III) 
ABOVE). 


State whether you have remarried since death of the wage- 
earner: . If so, give date and place of 
your remarriage: 


Worked for more than US$50.00 for the month of: 








x. (THIS QUESTION HAS NO BEARING ON YOUR ENTITLEMENT TO RECEIVE 
PAYMENTS OF OLD AGE AND SURVIVORS INSURANCE, BUT IS ASKED TO 
OBTAIN INFORMATION FOR THE HECORDS OF THIS CONSULATE GENERAL), 


a. Are you a citizen of the U.S.A.? No. ° 
b. If so, please give your American passport No, -- 


witnesses to his mark: 


~ Tong/ 7 Yuen Quen St. ,Hong none 
s 
cee 


ee 16 Fa Hui St.,Kowloon, 
Hong Kong. 












Signature of payee 
YOUNG 


Date: October 7, 1953. 





Mr. Winyn. Mr. Ball, I believe you have in front of you a copy of a 
letter dated October 26, 1953, directed by you to Mr. E. J. Madill, 
Assistant Director, Office of Special Consular Services, Department 
of State, Washington, D. C. 

Is that a copy of a letter which was sent by you to Mr. Madill? 

Mr. Batu. Yes. 

Mr. Winn. Mr. Chairman, I might ask that this be received as a 
part of the record and marked exhibit 15. 

Chairman Curtis. Without objection, it is so ordered. 

(The letter described above was marked “Exhibit 15,” and is as 
follows :) 

EXHIBIT 15 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SoctaL Securtry ADMINISTRATION, 
BUREAF OF OLD-AGE AND SuRVIVORS INSURANCE, 
Baltimore 2, Md., October 26, 1958. 
Mr. EB. J. MApIL1, 
Assistant Director, Office of Special Consular Services, 
Department of State, Washington 25, D. C. 

Dear Mr. MapviILi_: Reference is made to your memorandum dated October 22, 
1953, with regard to furnishing some examples of completed questionnaires which 
are obtained by your Foreign Service Offices in ascertaining the continuing eli- 
gibility of social-security beneficiaries, who are residing in foreign countries, to 
receive benefit payments. 

It is noted that your memorandum points out that in the case of beneficiaries 
residing in Italy the questionnaire form is not used as the delivery of checks is 
in the hands of the Bank of Italy. Since we have been regularly receiving ques- 
tionnaires completed by beneficiaries in that country, it appears that they may 
have been obtained and forwarded direct to us by the Bank of Italy. For that 
reason, your records may not disclose any reference to them. 

While we periodically receive these questionnaires throughout the year, it is 
our experience that those completed by beneficiaries residing in Europe, Africa, 
and South America, are received during the spring and early summer months. 
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[When any of these questionnaire forms are received, and the same holds true 
for the others, they are examined to ascertain whether any action such as a 
change or correction in the address, termination of benefit payments, investigation 
as to proper guardianship of minor children and incompetent adults, ete., is 
necessary.J] When some action is necessary, the form is forwarded to the appro- 
priate area office. In instances where no action is to be taken, the form is 
destroyed. In view of this, we are not able to furnish any copies of these forms 
to you at the present time. However, if any are received during the course of 
the next several months, or later if you want them, we will be glad to forward 
them to you. 


On the point of our claims folders reflecting the citizenship of a social-security 
beneficiary, your understanding is correct that we have no record of this infor- 
mation. Since neither citizenship nor residence is a factor in entitlement to 
benefits under the Social Security Act, we do not have any available information 
in this regard. It would be happenstance if in some fashion a particular claims 
folder reflects citizenship. 


If there is any further information that we may be able to furnish please 
advise us. 
Sincerely yours, 
Rosert M, Batu, Acting Director. 


Mr. Winn. Mr. Ball, will you please refer to the marked sentence 
in paragraph 8 of exhibit 15, and read that into the record? 

Mr. Bau. Yes, sir. It says: 

When any of these questionnaire forms are received, and the same holds 
true for the others, they are examined to ascertain whether any action, such 
as a change or correction in the address, termination of benefit payments, inves- 
tigation as to proper guardianship of minor children and incompetent adults, 
et cetera, is necessary. 

Mr. Winn. How do you accomplish this, Mr. Ball? 

Mr. Baux. I am sorry, Mr. Winn. Accomplish what? 

Mr. Winn. How do you accomplish the purpose which is stated in 
this sentence ? 

Mr. Bau. Oh, this sentence is intended to mean merely that if 
there is any information on the questionnaire which would lead to 
these events, we would take such action in relation to the claim. It is 
not intended to imply, sir, that this is the main reliance for informa- 
tion on these matters. For example, there is no question on the 
questionnaire related to incompetent adults. That information would 
come to us ordinarily directly from the State Department. However, 
they might use the questionnaire to indicate to us something that 
they had obtained otherwise. And, of course, if it were there, we 
would act on it. 

Mr. Winn. And, of course, there is nothing in the questionnaire 
to indicate what proper guardianship of minor children is occurring? 

Mr. Bau. Could I have Mr. Bartlett answer that? 

Mr. Winn. Yes. 

Mr. Bartuetr. Yes, there is, Mr. Winn. One of the questions there 
is devoted to some of the salient factors to be taken into account; 
namely, whether the payee on behalf of the child still has the child 
in his or her custody. So that there is a direct inquiry along that 
particular line. 

And I might elaborate on that other question, in respect of the 
incompetent adults. If the adult is incompetent, of course, someone 
else would be handling the questionnaire on his behalf, and we would 
have some indication from that to the effect that the payment was 
being made to a second person on his behalf; and the consular officers 
having responsibility in respect of the identification of and proper 
payees, would be expected to pursue it. 
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_ Mr. Winn. Now, Mr. Ball, I have the first photostat which was 
introduced by the chairman, the first of the completed questionnaires, 
which apparently refers to social security account No. 362-16-4501. 
That has been marked “Exhibit 6.” 

Do you have that in front of you? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. That was filled out apparently by a resident of Mar- 
seilles, France, was it not ? 

Mr. Bau. Yes, I believe so, Mr. Winn. 

Mr. Winn. Will you please look at page 2 of exhibit 6, and state 
whether the beneficiary indicates whether she is a citizen of the 
United States? 

Mr. Bau. No, there is no indication on question 10 there. I really 
am not a very good French student, Mr. Winn, but I took it that 
question 10 goes to that question. And there is no reply. 

Mr. Wrinv. Is the signature of the beneficiary written in on the line 
provided for it? 

Mr. Batu. No. 

Mr. Winn. Can you read the name of the witness to this declaration ? 

Mr. Batu. Assuming that that is the witness at the bottom, I can- 
not read it. 

Mr. Winn. Can you read the date of the declaration ? 

Mr. Bat. There is a stamped date on here, but not in the place 
where it apparently should be dated in relation to the signature. 

Mr. Winn. Is the stamped date legible? 

Mr. Bat. All I can read is “1953.” 

Mr. Winn. Can you read the occupation of the witness ? 

Mr. Batu. There is nothing written opposite “profession.” 

Mr. Winn. Can you read the witness’ address? 

Mr. Bau. There is nothing written opposite “Address.” 

Mr. Winn. Space is provided in this questionnaire for each of these 
items, is it not? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Mr. Ball, shouldn’t the appropriate division of the 
Bureau of Old Age and Survivors Insurance investigate the status 
of a beneficiary who lives outside the United States and whose ques- 
tionnaire is as incompletely and illegibly filled out as this one is? 

Mr. Batu. Mr. Winn, we rely on the State Department’s report and 
handling of these questionnaires. 

We have not taken the position that we are making a determina- 
tion on the basis of these papers that are forwarded to us. They are 
sent through regular State Department channels; and our assump- 
tion is that if the material information pertinent to the claim is un- 
ambiguous and to the point, this constitutes the report to us of the 
State Department representative who has either interviewed the per- 
son or otherwise satisfied himself that this information is correct and 
is from the individual that we are concerned with. So that I really 
don’t believe that it would be desirable for us to go to the additional 
expense of sending this back through the State Department and ask- 
ing for an investigation. 

The signature and these other items are there for the use of the 
consular officer if he feels the need for it in the identification of the 
person. The regulation goes to the report from them. 

Could Mr. Bartlett comment on that further, since he is in charge? 
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Mr. Barrtetr. I might elaborate on it just a little bit as to the 
process. Of course, in the examination of these questionnaires, if 
any question comes up about them, we can and do associate them with 
the case folder, and have the advantage of whatever information might 
be reflected therein, with respect to signatures, names, addresses, and 
the like. And if, as we do, on occasion, find that they are so am- 
biguous or so unspecific as not to reflect the essential data, we do re- 
quest clarification. 

(The following letters were later received :) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SocraL Security ADMINISTRATION, 
BUREAU OF OLD-AGE AND SURVIVORS INSURANCE, 
Baltimore 2, Md., November 27, 1953. 
Hon. Car. T. Curtis, 
Chairman, Subcommittee on Social Security, 
Committee on Ways and Means, House of Representatives, 
Washington 25, D. @. 

DEAR CONGRESSMAN CURTIS: During the hearings held on November 12, 1953, 
before the Subcommittee on Social Security, there was introduced in evidence 
a photocopy of a questionnaire form in respect of one Marie Aharonian obtained 
by the American consul at Marseille, France, in the course of his annual investi- 
gation of the continuing eligibility of social-security beneficiaries as required by 
the Foreign Service Regulations of the Department of State. This photocopy was 
apparently made from the original before the original was forwarded to us. 
Question was raised at the hearing whether the form as executed could be 
considered a proper basis for determination as to the continuing eligibility of the 
beneficiary. Particular attention was drawn in the questioning to the signature 
and attestation. 

As Mr. Bartlett and I pointed out, the Bureau generally relies upon the reports 
as furnished by the Foreign Service officer and does not go behind them except 
where the information is incomplete or insufficient. In event of doubt, informa- 
tion in the claims folder may serve to clarify the report. If not, clarification 
is requested. The Bureau has now examined the original of the questionnaire in 
connection with the claims folder. HExamination of the original of the form 
shows that the beneficiary did not sign it in the prescribed place but did sign in 
the space reserved for the signature in connection with the attestation. This 
signature, while somewhat illegible, does compare favorably with the signature 
on her application for benefits and other doeuments and letters which are a 
part of her claims folder. The similarity between the signatures is sufficient we 
believe to conclude that she was the individual who signed the form. 

While a photocopy of this questionnaire form is not too distinct as to the 
individual witnessing the beneficiary’s signature, and his authority to do so, the 
original is more legible. A translation of this portion of the form is as follows: 

I, the undersigned, certify that the above declaration was made and signed 
in my presence by the person named above whom I have known for ~--_- years, 
or whose documents of identification I have examined. 


SEEN FOR THE LEGALIZATION OF THE SIGNATURE OPPOSITE 


Sept. 24, 1953, for the Signature: (Beneficiary has 
mayer of the City of Profession: written her sig- 
Marseille the delegated Address: nature in this 
official (Signature) Date: space) 


(Circular Stamp) 
City of Marseille 
SEEN AND LEGALIZED 


From an examination of this certification it can be understood why the bene- 
ficiary may not have written her signature in the proper place. The stamped 
words “Seen for the legalization of the signature opposite (VU Pour La Legalisa- 
tion de la Signature CI Contre)” indicate that her signature should be placed 
opposite these words on the right side of the form. 

Since the mayor of the community in which a beneficiary resides is described 
on this questoinnaire as a proper person to witness a signature and this certifica- 
tion otherwise is in order, i. e., seal, date of execution, tax stamp, and signature 
of the mayor of Marseille are present, and that it was acceptable to the consular 


officer, there appears to be no reason for us to question its authenticity or 
sufficiency. 
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On the face of the form the beneficiary has answered in the negative the per- 
tinent question as to whether she has remarried, and this, together with the fact 
that she has not died, meets the requirements for her continuing eligibility to 
receive her widow’s benefits under the Social Security Act. 

There are enclosed photocopies of the reverse side of the questionnaire form 
and the last page of her application for benefits showing the signature portion of 
the form. 

Because of the question implied in the hearings with respect to this case, I 
would appreciate it if the record could reflect this additional explanation. 

Sincerely yours, 
Rosert M. Batt, Acting Director. 


DEPARTMENT OF STATE, 
Washington, December 4, 19538. 
Mr. Kart SCHLOTTERBECK, 
Social Security Subcommittee, 
Committee on Ways and Means, House of Representatives. 

My Dear Mr. ScHLoTTERBECK: Reference is made to your recent inquiry as to 
the nature of the services performed abroad by the Foreign Service for the 
Social Security Administration, as well as the extent of the Department’s super- 
vision of Social Security Administration's activities abroad. 

Executive Order No. 8352, of February 25, 1940, as modified by Reorganization 
Plan No. 2, which was effective July 16, 1946, provides that— 

“Consular officers shall perform such duties for and submit such reports 
through the Department of State to the Social Security Administration of the 
Federal Security Agency as may from time to time be required of them. They 
are also charged with the general supervision of Social Security Administration 
activities abroad and are required to report immediately through the Depart- 
ment of State any information which may assist the Social Security Adminis- 
tration in the efficient discharge of its responsibilities to its claimants or bene- 
ficiaries who reside in foreign countries.” 

Pursuant to that Executive order, the Department of State, in cooperation with 
the Social Security Administration, incorporated in its Foreign Service Regula- 
tions (sec. LX-11) instructions to Foreign Service posts to date-stamp and 
forward to the Department any applications or other writings in connection with 
claims; to assist claimants in filling out forms and to give other general advice 
and assistance; to deliver benefit checks upon proper identification of the payees ; 
and to report annually on the status of social-security beneficiaries, as to deaths, 
remarriages of widows, coming of age of children, or other factors which might 
affect entitlement to benefits and which had not been reported previously, the 
assistance of local authorities to be requested in checking cases which the con- 
sular officer found impracticable to check personally. Under the established 
procedure, no action by the Department of State or the Foreign Service is re- 
quired in connection with these annual investigations other than to see that 
each beneficiary receives a questionnaire and that the executed questionnaires 
are sent promptly to the Social Security Administration. In short, and in the 
absence of any requirements prescribed by the Social Security Administration 
other than those in section IX-11 of the Foreign Service Regulations, the De- 
partment of State acts merely as a transmittal agency insofar as the question- 
naires are concerned. 

Since neither the Foreign Service nor the Department of State has any need 
for the information contained in the questionnaires, except for transmittal to 
Social Security Administration, no processing of them is done either at the 
Foreign Service post or in the Department, and they are transmitted to the 
Social Security Administration as expeditiously as possible. However, consular 
officers are of course constantly on the elert to detect (and in a number of cases 
have detected) cases of fraud or other irregularities. 

It is hoped that the information given above concerning the Department’s 
role in processing social-security cases abroad will serve to clarify any questions 
which may have arisen, 

Sincerely yours, 
ALLYN C. DoNATSON 
Director, Office of Special Consular Services. 


88458—54—pt. 2-——4 
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Mr. Wryn. Mr. Chairman, I have here a table entitled, “Old- 
Age and Survivors Insurance, Number and Average Monthly 
Amount of Benefits Paid to Persons Living Outside of the United 
States and to Persons Living in Selected States and United States 
Territories, December 31, 1952.” I ask that this be made a part of 
the record and marked “Exhibit 16.” 

Chairman Curtis. Without objection, it is so ordered. 

(The table described above was marked “Exhibit 16” and is as 
follows:) 

ExHisiT 16 


Taste 15.—Old@-age and survivors insurance—Number and average monthly 
amount of benefits paid to persons living outside of the United States and to 
persons living in selected States and United States Territories, Dec. 31, 1952 


























Total 
|_| Total paid out} 
Area of residence of recipient A wees December Total paid out 
| ake Average 19521 1952 
Recipients monthly ' 
| benefit 

Ra eee Shee 2a ae Se ene 133 $47. 41 $6, 306 $75, 672 
ie RO ed ee eee ; 916 40. 27 36, 885 442, 620 
Australia and New Zealand._......------------ | 166 43. 94 7, 294 87, 528 
Canada. 4, 492 42. 54 191,079 2, 292, 948 

Central and South America, West Indie s, and 
Mexico.. a 1, 433 35. 48 50, 850 610, 200 
Europe... .- 16, 629 45. 55 757, 420 9, 089, 040 
I haat ictehatcininiet in iatliiintidl 1, 222 23. 05 28, 169 338, 028 

United States Territories, but not including 
Alaska, Hawaii, Puerto Rico, Virgin Islands 113 31. 61 4, 204 50, 448 
Total outside of United States ‘i 25, 104 | 43. 11 1, 082, 207 12, 986, 484 

Selected States and United States Terrirories. | 

Alaska. _... Deeb ede halt acektaneeoes 2, 634 36. 36 95, 778 1, 149, 336 
MMM A 2055 oon) ees a so 21, 577 | 37. 92 818, 227 9, 818, 724 
0 ae stelle nial 11, 598 | 42. 23 489, 803 5, 877, 636 
District of Columbia_-.-._- scone 18, 890 40. 51 765, 303 9, 183, 636 
ciitedglaciake badeaticakianssamacos 11, 868 36. 07 428, 044 5, 136, 528 
hl a a se wicsesiabldon 15, 77 35. 83 565, 320 6, 783, 840 
Se nesatcumiainil 16, 837 38. 67 651, 085 7, 813, 020 
el teens 5, 035 40. 72 | 205, 044 2, 460, 528 
I oe oe cane san 12, 427 31. 87 396, 016 4, 752, 192 
North Dakota..........-.. pee ee eas 8, 506 33. 7! 287, 077 3, 444, 924 
a a i a ne bikini old 3, 253 27.15 88, 316 1, 059, 792 
RS EIT ae 10, 987 | 34. 94 383, 858 4, 606, 296 
Utah pee eee Lot seas 18, 407 37.7 694, 182 8, 330, 184 
Vermont ain Scheie anaicinaie ——— | 14, 822 39.07 | 579, 135 6, 949, 620 
RN | 65 25. 20 | 1, 638 19, 656 
SS ete Tae | 6, 559 | 38. 67 | 253, 636 3, 043, 572 
Mississippi.....-..---- Seocaitaiads va 34,312 29.48 | 1,011, 582 12, 138, 984 


1 Excluding lump-sum payments. 


2? Annual rate, using December 1952 amounts, excluding lump-sum payments. Lump-sum payments 
abroad in 1952, $159,000 

§ Classified as resiaence ‘“‘abroad’’ in BOASI tables, in conformity with sec. 210 (h) and (i) of the Socia, 
Security Act which define “State” and ‘“‘United States”’ to include Alaska, Hawaii, the Virgin Islands] 
and Puerto Rico. 


Source: Appendix I, table 44, pp 1060-1061; table 38, pp. 1052-1053. 


Mr. Wryy. Mr. Ball, you have a copy of exhibit 16 in front of you? 

Mr. Baw. Yes, Mr. Winn. 

Mr. Winn. That shows the amount of dollars paid out during 1952 
as OASI benefits to recipients living abroad by area of residences of 
recipients. Can you tell me how many dollars were paid out as 
monthly benefits during 1952—again, this is based, is it not, on a 
multiplication of the December payments—to people living in Europe? 
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Mr. Batu. People living in Europe? The total paid out is $757,420. 

Mr. Winn. Now, again referring to exhibit 16—that is for the month 
of December 1952? 

Mr. Batu. Yes. 

Mr. Winn. Now, during 1952, again taking 12 times the figure, it 
amounted to how much ? 

Mr. Baux. Twelve times that December rate. For Europe, Mr. 
Winn? 

Mr. Winn. Yes. 

Mr. Batu. $9,089,040. 

Mr. Winn. How many dollars in monthly benefits at the December 
rate were paid out during 1952 to individuals living in Canada ? 

Mr. Batu. This is December ? 

Mr. Winn. No; at the December rate. 

Mr. Batu. Twelve times the December rate for Canada, $2,292,948. 

Mr. Winn. How much in Central and South America, West Indies, 
and Mexico? 

Mr. Baru. $610,200. 

Mr. Winn. And how many dollars in Asia? 

Mr. Batu. $442,620. 

Mr. Winn. How many dollars were paid out as monthly OASI 
benefits to all individuals living outside of the United States during 
1952, again taking it at 12 times the December rate? 

Mr. Bax. $12,986,484. 

Mr. Winn. Now, this exhibit 16 also shows the total amount of 
monthly OASI benefits paid in 1952 to individuals who live outside 
of the United States in relation to the number of dollars of monthly 
OASI benefits paid to residents of a selected number of individual 
States of the United States and the major United States Territories. 
Is it true that the total amount of OASI moneys paid to residents of 
Alaska, Hawaii, Puerto Rico, and the Virgin Islands, as a group, 
was less than the amount of money paid out to those residing in 
Europe during 1952, again taking the European payment as 12 times 
the December 1952 payment? 

Mr. Batu. Yes. I believe I have followed you correctly, sir. And 
that is true. 

Mr. Winvn. In other words, if you add the payments of Alaska, 
Hawaii, Puerto Rico, and the Virgin Islands, they amount to less than 
$12,986,484, do they not? 

Mr. Batu. Yes. That is correct. 

Mr. Winn. Now, I would now like to refer to a chart, Mr. Chairman. 
There are small copies of this chart, entitled “More OASI Money Was 
Paid Abroad in 1952 Than in Any of These States.” I ask that this 
chart be received as a part of the record in this case, and marked “Ex- 
hibit 17.” 

Chairman Curtis. Without objection, it is so ordered. 

(The chart referred to above was marked “Exhibit 17,” and is as 
follows:) 
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EXHIsit 17 


More OAS! money was paid abroad in 1952... 


os erm 


_. than in any of these States 
RE RES 
CELAWARE QS «#59 
a 
MONTANA [i ¢ 79 
NEVADA HE 2.5 
NEW MEX/CO RR, s: 4.8 
NORTH DAKOTA QE ¢ 3 + ee eee 
SOUTH DAKOTA QR ¢ 4.6 
SAS 
VERMONT (— ¢ 6.9 
WYOMING BE ¢ 3.0 
CS 


Source: For data, see exhibit 16. 


Mr. Winn. Do you havea copy of exhibit 17 before you, Mr. Ball? 

Mr. Batu. Yes, sir. 

Mr. Winn. And also, Mr. Chairman, that is the chart which in 
expanded form is on the easel. 

That chart, Mr. Ball, lists the following States: Arizona, Delaware, 
Tdaho, Montana, Nevada, New Mexico, North Dakota, South Dakota, 
Utah, Vermont, Wyoming, and Mississippi. Is it true, Mr. Ball, that 
less OASI money was paid to recipients residing in each of these 
States than to recipients residing abroad, all for the year 1952, and 
taking the 1952 foreign payments as being 12 times the amount paid 
in December of that year ¢ 

Mr. Batu. Foreach State. Yes, individually. 

Mr. Wuyn. In fact, may I conclude that in each of one-fourth ot 
the States of the Union, OASI payees living in these States received 
less than the total amount of OASI moneys paid abroad in 1952? 

Mr. Batu. Yes, for these particular one-fourth of the States. 

Chairman Curtis. Mr. Ball, we will conclude your testimony this 
morning before the luncheon break, but you have been a witness for a 
considerable time. We will have a 5-minute break, and then we will 
resume. 

The Chair will declare a recess for about 5 minutes. 

(Short recess. ) 

_ Chairman Curtis, The committee will resume. Mr. Mills, you may 
inquire. 

Mr. Mitrs. Thank you, Mr. Chairman. 

Mr. Batt. What is the provision for payment of benefits to people 
outside the United States under the Railroad Retirement Act? 

Mr. Batu. I am not sure of the exact provision, Mr. Mills, but I 
do know they make such payments. 

Mr. Muus. The same as we make them under OASI? 
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Mr. Batt. I believe so; yes. 
Mr. Mitts. Reference has been made to the fact that such payments 
are made under the veterans’ laws to people outside the United States. 

Mr. Batu, That is true. 

Mr. Mitts. And what is the provision with reference to civil service? 

Mr. Batu. The Federal civil-service retirement system ? 

Mr. Mitts. Yes, 

Mr. Batu. They make payments outside the United States. 

Mr. Mitts. This is not a decision within the agency itself, but is 
actual law that requires OASI payments be made to people outside 
the United States, is it not ? 

Mr. Batu. Yes, Mr. Mills. 

Mr. Mitts. Do you have the statute before you ? 

Mr. Batu. Yes. 

Mr. Mus. Will you read the language of the law which requires 
you to make payments to people living outside the United States? 

Mr. Bauu. Could I ask Mr. Packer to find that? 

Mr. Miuts. Yes. 

Mr. Packer. It isn’t a specific provision of law which requires the 
payment to any individual outside the United States. It is simply 
that the eligibility conditions for the payment of benefits contain no 
restriction upon the payment anywhere. 

Mr. Mitus. Which requires the payment to an eligible person who 
is outside the United States. All right. Read the language. 

Mr. Batu. I might say that the coverage provisions are specific on 
this point. 

Mr. Mus. That is right. But I want this particular language— 
which is found in the section having to do with the definition of 
employment, is it not, Mr. Packer ? 

Mr. Packer. Yes, sir; that is section 210 (a), as follows: 

The term “employment” means any service performed after 1936 and prior 
to 1951 which was employment for the purpose of this title, under the Jaw 
applicable to the period in which such service was performed, and any service of 
whatever nature performed after 1950, either (A) by an employee for the person 
employing him, irrespective of the citizenship or residence of either (i) within 
the United States, or (ii) on or in connection with an American vessel or Ameri- 
can aircraft under a contract of service which is entered into within the 
United States or during the performance of which and while the employee is 
employed on the vessel or aircraft it touches at a port in the United States, if 
the employee is employed on and in connection with such vessel or aircraft when 
outside the United States, or (B) outside the United States by a citizen of the 
United States as an employee for an American employer (as defined in subsec- 
tion (e)); * * *” 

Mr. Mits. That means the employer or employee. 

Mr. Packer. That is right, sir. 

Mr. Mius. Mr. Ball, you and Mr. Packer both have been in this 
field of social security as employees of the Federal Government for a 
long time, have you not ? 

Mr. Baz. Yes. For the last 4 years I have been employed by the 
Federal Government in that field, and prior to that I served for a 
year with the Senate Finance Committee in the field, and then, with 
a gap of about 4 years, was employed again in the Federal Government 
in that field. 

Mr. Mis. You are advised as to congressional action with respect 
to social security since its inception ? 
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Mr. Batu. Probably not completely, sir, but to a considerable extent. 
Mr. Mitts. Well, Mr. Packer, how long have you been in social 
security ? 

Mr. Packer. Except for 4 years of military service, I have been in 
the social-security field with the Government since 1936. 

Mr. Mitis. You have worked with this committee and the Finance 
Committee of the Senate when social security has been considered, 
and you have even been in the conferences when social-security legis- 
lation was finally being agreed upon by the Congress, have you not. 

Mr. Packer. Yes, sir. 

Mr. Mus. The definition of “employment” which permits OASI 
payments to be made to people living outside the United States is not 
a matter unknown to Congress, is it ¢ 

Mr. Packer. Oh, no, sir. By no means. 

Mr. Mirus. When was the matter first raised by Congress? Do you 
remember ? 

Mr. Packer. In the 1939 amendments to the Social Security Act. 

Mr. Mitts. Where, and by whom? 

Mr. Packer. There was a provision enacted by the Senate and 
taken to conference. 

Mr. Mirxs. Pardon me. When? 

Mr. Packer. That was in 1939, sir. It was Amendment 182 in the 
conference report (H. Rept. No 1461, conference report accompanying 
H. R. 6635, p. 20), and the section would have been 914 of the bill 
as passed by the Senate. The conference report on it reads as follows: 

Amendment No. 182. This amendment provides that after 1940 the provisions 
of the Social Security Act shall not be applicable to foreign-born aliens. It 
also provides for refunds of any taxes they may have paid under such act, and 
that any employer using alien labor shall pay a special privilege tax equivalent 
to that collected from American citizens. Subsection (b) of the amendment 
prohibits the payment of any old-age insurance benefit to any individual while 
such individual is not a resident of the United States or its possessions, unless 
such individual resides within 50 miles of the United States. There was no 
comparable provision in the House bill. The Senate recedes. 

Mr. Miuus. This amendment was adopted on the floor of the Senate, 
was it not? 

Mr. Packer. Yes, sir. 

Mr. Mitts. It was not a part of the bill reported from the Senate 
Finance Committee? 

Mr. Packer. No, sir. It was an amendment adopted on the floor 
of the Senate, which Senator Harrison at the time said he would take 
into conference with him. 

Mr. Miiuis. When was the next time, so far as you know, that this 
matter came to the attention of the Congress, or of a committee of 
the Congress ? 

Mr. Packer. When the social security amendments of 1950 were 
being considered. 

Mr. Mitxs. Are you referring to the conference in connection with 
the amendments of 1950? 

Mr. Packer. No, I have reference to the special provision which 
was put in relative to the employment of American citizens by Ameri- 
can employers, American citizens employed abroad by American em- 
ployers. 

Mr. Mus. Yes. That was in the amendments of 1950. 
Mr. Packer. Yes, sir. 
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Mr. Mirxs. Were you advised, or have you known, of the act of 
Congress in 1949, in adopting amendments relative to foreign agri- 
cultural workers in connection with the Agricultural Adjustment Act 
of 1949? 

Mr. Packer. Yes, sir. I know that that act was adopted by Con- 
gress in 1949. 

Mr. Mitts. Would you insert, if it is not too much trouble to you, 
just a little bit of information with reference to that provision? 

(The information is as follows:) 


[Pustic Law 78, 82p Cona., Jury 12, 1951] 
AN ACT To amend the Agricultural Act of 1949 


The Agricultural Act of 1949 is amended by adding at the end thereof a new 
title to read as follows: 


“TITLE V—AGRICULTURAL WORKERS 


. > * ° * * * 


“SecTION 505. (a) Section 210 (a) (1) of the Social Security Act, as amended, 
is amended by adding at the end thereof a new subparagraph as follows: 

“*(C) Services performed by foreign agricultural workers under contracts 
entered into in accordance with title V of the Agricultural Act of 1949, as 
amended.’ * * *” 

Mr. Mirus. What I am trying to indicate, Mr. Packer, to the com- 
mittee, and for the purpose of the record, is that this is not a matter 
that has been decided by your agency. It is a matter that has been 
definitely decided by the Congress, on the basis of consideration not 
only once but on several occasions, that these payments would be 
made to people on the basis of employment and not on the basis of 
citizenship or residence in the United States; whether it is proper 
or improper, that decision was made by the Congress. 

Chairman Curtis. The Chair will state that that is definitely my 
understanding, too. It is a matter of law. 

Mr. Mutts. I did not hear the law referred to earlier. I remember 
quite well the provision in the 1950 amendments. 

Mr. Ball, is the United States the only country having a social- 
security program that makes payments to people outside of the coun- 
try having the program ? 

Mr. Batu. No; I believe not, sir. 

Mr. Mitts. Is there a program in Canada comparable to our social- 
security program ¢ 

Mr. Batu. Really, the old-age program in Canada is quite different 
from ours. 

Mr. Miuts. But they do have a program in Canada, do they not? 

Mr. Bau. It is a noncontributory program as to old age. The 
unemployment-insurance program is quite like ours, but not the old 
age. 

° er. Mus. The old-age program is different? 

Mr. Batt Quite different. 

Mr. Mus. I wanted the record to indicate that. Are payments 
made by Canada to people residing in the United States, whether 
ve citizens of the United States or citizens of Canada residing 

ere 

Mr. Batu. I am sorry, Mr. Mills. I don’t know the answer to that 
question. 
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Mr. Mus. Will you find out and insert it in the record at this 
point ¢ 

Mr. Batu. Yes. 

(The information referred to is as follows: ) 


CANADIAN PARTICIPATION IN INTERSTATE BENEFIT PAYMENT PLAN 


In the Federal-State system of unemployment insurance established under the 
Social Security Act, the individual States have been free to develop the particu- 
lar program which each State legislature believes best adapted to conditions 
prevailing within the State. The various State agencies adopted quite early in 
the program a plan to make it possible for individuals to collect unemployment 
insurance benefits from a State in which they have benefit rights although they 
are not present in that State when they are unemployed. This plan is known 
as the interstate benefit payment plan and has been in effect since 1938. All 
States have subscribed to the plan. Thus, each State will pay benefits to in- 
terstate claimants on the basis of wages earned under its law and determinations 
under its benefit formula on claims taken in the local office of any other State, 
acting as an agent. Under the plan, uniform interstate benefit and interstate 
appeals procedures have been adopted by all the States. 

Canada has an unemployment insurance Jaw under which it has been paying 
benefits since February 1942. In April 1942, the United States and the Canadian 
Governments, through diplomatic channels, entered into an agreement to coordi- 
nate the application of the unemployment insurance laws of Canada and of the 
various States. This arrangement, known as Executive Agreement, Series 244, 
was effected by an exchange of notes between the two Governments signed 
March 6 and March 12, 1942, effective April 12, 1942. It was amended in 1951. 
The agreement specifically provided for the extension by the States of the inter- 
state benefit payment plan to include Canada, and enabled the Canadian Gov- 
ernment, through its Unemployment Insurance Commission, to adopt the inter- 
state claims regulation and claims procedures already adopted by the various 
State unemployment insurance agencies in the United States." Under the agree- 
ment Canada participates in the plan only on a reciprocal basis. There are now 
only five States (Alabama, Iowa, Kentucky, Maine, and New Hampshire) which 
have not agreed to accept claims taken in Canada. An individual living in Can- 
ada may file claims against any State other than these five in which he has 
benefit rights and will receive benefits from that State for weeks of unemploy- 
ment as long as he continues to meet the requirements of the State which is 
liable for the payment. 

Interstate claimants, whether filing claims in Canada or in a State, must 
meet the same requirements for benefits as if they resided in the State liable 
for the benefit payment. To be eligible for benefits all claimants must be unem- 
ployed, registered for work, able to work, and available for work; they must 
have had qualifying employment and they must file claims weekly or biweekly 
as directed. Interstate claims are filed in the local office which serves the area in 
which the claimant lives and are forwarded for determination to the jurisdic- 
tion (State or Canada) in which benefit rights were acquired. Claims taken 
in Canada and sent to State employment security agencies for processing and 
determination are treated the same as any other interstate claims. 

All claimants have the right to appeal unfavorable benefit decisions. The 
appeal rights of interstate claimants in the United States and Canada are pro- 
tected by uniform interstate appeal procedures which have been adopted by the 
State unemployment security agencies and by the Canadian Unemployment 
Insurance Commission. 


Mr. Mrs. Now, I know that Australia and New Zealand have 
programs somewhat comparable to our OASI program, do they not? 
know they do, but for the record, do they not have? 
Mr. Bau. There are quite significant differences there, Mr. Mills. 
Actually, they are more comparable to the Canadian system, I would 
say. The Australian system pays only to people who have incomes 





1 Department of State Publication No. 1793, published by the United States Government 
Printing Office (1942). 
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below a certain amount. New Zealand’s is a system where—well, ac- 
tually, they have two. One is based on an income test. And then 
the newer program pays general benefits out of a flat-percentage test, 
rather than a contributory program such as this. 

Mr. Mitxs. I am merely probing, trying to find the countries to 
which you and I were referring a few minutes ago, that make pay- 
ments to people outside of the country having the program. 

Mr. Bau. I am sorry that I am really not prepared on this mate- 
rial at all, Mr. Mills. I answered your first question “Yes,” because 
I happen to know that Brazil does. I happen to know of a case 
receiving a benefit here. But I am just not in a position to say what 
other countries, and to what extent, this is true. 

Mr. Mitts. Would you get some information, if it is not too much 
trouble, and insert it at this point in the record, on that matter? 

Mr. Batu. I would try to do that Mr. Mills. 

(The information referred to is as follows :) 


PRACTICES OF OTHER COUNTRIES REGARDING PAYMENT OF OLD-AGE BENEFITS TO 
PERSONS RESIDING OUTSIDE THE COUNTRY AND TO ALIENS 


On the basis of information available in this country, which may not be 
complete and up to date for all countries, it appears that more than half of the 
countries of the world that have old-age and survivors insurance pay benefits 
to nonresidents either without any restriction or, in the case of aliens, without 
restriction provided that their own nationals receive corresponding treatment 
in the country in question. Nearly every country having an old-age insurance or 
pension system pays benefits to some nonresident aliens. 

The attached chart summarizes the available information for 32 countries. 
Twenty-three have old-age insurance programs with benefits related to indi- 
vidual earnings and contributions; some of these countries have national 
assistance programs as well, but only the practices under the insurance pro- 
grams are charted. The major old-age security program in 7 of the 32 countries 
is a system of old-age assistance, and 2 provide universal old-age pensions. 

Of the 23 countries having insurance programs, it appears that 6 pay benefits 
to nonresidents without any restrictions other than those relating to currency 
convertibility. Eight pay to persons residing in countries which provide re- 
cipocal rights to residents of the country in question either in practice or on the 
basis of special treaty obligations. Three other countries pay to persons abroad, 
but may reduce the benefit amount or make a commuted lump-sum payment. A 
number of countries that do not pay benefits to nonresidents, or that pay only 
where reciprocal rights are available, refund contributions paid by individuals 
who leave the country and cannot receive a benefit. 

As the chart indicates, relatively few countries impose any special restrictions 
on the benefit rights of aliens as such. 
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Mr. Miiis. Let me refer back to one or two of the charts and ex- 
hibits used. What is the explanation for this extreme—I have for- 
gotten how we designated it, but it is this chart having to do with 
OASI benefits abroad rising sharply. Hi: ave you any explanation for 
that rapid rise from 1946 through 1953? That is exhibit 4. 

Mr. Batu. Yes; I have the chart 8 

Mr. Minis. Do you have any explanation for it? Why did it 
happen ¢ 

Mr. Batu. Of course, the benefit rolls of old-age and survivors in- 
surance generally within the United States as well as payments to 
people residing outside have risen rapidly during these years. The 
explanation is that the longer the program is in effect, the more op- 
portunity there is for the people attaining age 65, or dying, to have 
worked sufficiently long in covered employment to be insured. So 
over the next generation there will be a constantly increasing number 
and proportion of people receiving OASI benefits. 

I was just going to say, Mr. Mills, that it is true that this foreign- 
residents-abroad roll has increased more rapidly than the roll as a 
whole. 

Mr. Mirus. I observed that. That is the reason I asked the ques- 
tion. It has something, then, to do with either increased American 
employment abroad or increased numbers of people coming to the 
United States seeking employment, rather than to the matter of ex- 
tended coverage, does it not ? 

Mr. Bax. That seems to me a possibility. 

Mr. Mus. Have you made any studies to determine whether this 
additional increase in numbers of people living outside the United 
States, receiving these payments, has any connection with increased 
governmental activities, either under the Marshall plan or some such 
operation abroad ? 

Mr. Batu. We have made no such studies, Mr. Mills. 


Mr. Miits. You do not know whether there is any relationship, 
then ? 


Mr. Batu. I really don’t. 

Mr. Miis. You do not know, actually, in answer to one of Mr. 
Winn’s questions, whether the Americans in the total are two-ninths 
American, three-ninths, four-ninths, or five-ninths, these twenty-five 
or thirty thousand that are drawing benefits overseas ? 

Mr. Bauu. That is correct. I do not know. 

Mr. Miuis. Where could that information be obtained, would 
you say ? 

Mr. Batu. It seemed to us that probably the most efficient way to 
get that in a short time would be through the consular offices them- 
selves, who have a list of our beneficiaries, and also other sources un- 
doubtedly have information as to the citizenship of the people in their 
territory. 

Mr. Muxts. I get the implication from the questions that have been 
asked by others ‘relating to the payment of these amounts to people 
overseas, whether they be citizens of the United States or whether 
they be noncitizens, that perhaps the payments should be stopped. 
This 25,000 represents about what percent of the total number of 
people receiving under OAST in the first place? 

Mr. Bauu. The 25,000? 

Mr. Mitts. The figure | you used, 25,000, I think. 
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Mr. Batu. The 1952 figure 

Mr. Mitts. How many received all together, first ? 

Mr. Bart. Well, it is 25,000 out of about a 5-million roll, roughly 
one-half of 1 percent. ; 

Mr. Miuts. Do you have any recommendations to make as to whether 
or not the Congress should stop this practice of paying or this pro- 
gram of paying these benefits to people outside the United States? 

Mr. Bau. I really am not able to speak for the Department on that 
question, Mr. Mills. 

Mr. Mixis. Has the Department ever made any recommendation on 
that point ? t 

Mr. Batu. No. 

Mr. Miius. You do not know whether it is prepared to do so now? 

Mr. Batu. No; I do not. 

Mr. Mitus. Was there any recommendation in reference to this par- 
ticular point in connection with the President’s message to the Con- 
gress, which arrived here on August 1, 1953, in the last days of the 
past session of Congress? 

Mr. Batu. No; there was not. 

Mr. Mirts. Is it a matter of such consequence, in your opinion, 
as the administrator of this program, that we should take further 
time in consideration whether we should take some action regarding 
the payments ¢ 

Mr. Batu. Well, there are two aspects of this problem that do give 
me, as an individual, I might say, and as administrator of the pro- 
gram, at the Bureau level, concern. I indicated them as we went 
through before. 

I think that there is the matter of whether, as part of the social- 
security policy, we would want to pay these perhaps quite large lump 
sums to individuals who have had their payments blocked by reason 
of being in a Communist-controlled country. And the question, when 
that restriction is lifted, whether we would want to automatically 
be in the position of having to pay perhaps in some instances several 
thousand dollars, might get some real consideration. 

Mr. Mits. That question has not arisen yet. There have been no 
lump-sum payments to any great extent so far, have there? 

Mr. Batu. I believe there have been some. 

Mr. Barrierr. We had some following World War II, and we had 
the instance Mr. Ball referred to a while ago of the person moving 
out of China to Hong Kong, and I believe there were several hundred 
dollars there of back payments that were due. 

Mr. Miuis. What would be done as to American citizens abroad? 
Would you have a different law with respect to American citizens and 
those who are not citizens of the United States? 

Mr. Bau. I am really not prepared to make a recommendation on 
this point, but merely to indicate that I think this is an area for 
consideration. 

Mr. Mitts. What would be the effect, in your opinion, if we should 
deny these benefits to anyone who is not a citizen of the United States, 
who is not residing in the United States, or a citizen of the United 
States residing in some foreign country. What would be the effect 
of such an amendment, administratively ? 

Mr. Baxv. I would like to, if I may, ask Mr. Bartlett to answer 
that, from an administrative standpoint. 
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Mr. Bartierr. Of course, it would be very difficult to administer 
restrictions. I don’t know how the restrictions would be applied, for 
example, whether to cut off reentitlement, whether if the person re- 
turned he would be reentitled, what you do with respect to the con- 
tributions that have been paid. 

Mr. Mitis. Would you collect the contributions in the first place? 

Mr. Bartiett. That is another question, of course. You meet that 
at the threshold, of what you are going to do with the contributions, 
whether you are going to exclude the service and attempt all of the 
detail that would be involved in determining citizenship in the proc- 
essing of reports, and so forth. 

Mr. Muts. In what position would we put ourselves? I do not 
want to cut you off, Mr. Bartlett, but it would be administratively 
more difficult if we were to apply restrictions, would it not? 

Mr. Barrttetr. I do not say restrictions would be impossible, but 
it would be rather difficult, I should imagine, though we haven’t gone 
into it in entire detail, to provide restrictions that would not give us 
trouble administratively. For one thing, in many instances, it would 
be possible to evade the restrictions perhaps, if it were placed solely 
on residence, by the expedient of getting the check here and having it 
forwarded. 

Mr. Mirzs. Would there be any other difficulty that comes to your 
mind immediately, Mr. Ball, in connection with restricting amend- 
ments? Would they bring about any complications in our already 
weak situation diplomatically—in our foreign relations? 

Mr. Barz. Mr. Mills, I understand that representatives of the 
State Department may be here later. 

Is that correct? 

Mr. Packer. They will be. 

Mr. Bax. Could I complete an answer to an earlier question of 
yours, Mr. Mills, whether we thought there were some problems in 
the existing situation? I think this matter of not having the retire- 
ment test really apply abroad, by reason of the exclusion from covered 
employment of people in a foreign country, is a real dilemma. As I 
said earlier, the reasoning is purely administrative. We are a little 
puzzled on how we would administer the present kind of a test if 
you did have that applied to employment abroad, since employers 
aren’t required to make any reports on it. 

On the other hand, it seems, from a policy standpoint, and in prin- 
ciple, a bad situation, to have a person able to draw his benefits there 
and work, while he couldn’t work here, by that happenstance. 

Mr. Mitts. Mr. Ball, this problem that you have just mentioned, 
and the other problem, can be corrected, can they not, by legisla- 
tion if the Congress so desires? They are not impossible of solution ? 

Mr. Batu. I would hope that they could be, sir. 

Mr. Mitts. It would be possible to provide some test, would it not? 

Mr. Batu. Well, the administrative question connected with this 
last point is a serious one, but is under active study, and I am hopeful 
that we can devise a workable proposal. 

Mr. Mirus. You have no reason to reach a conclusion, from your 
study, that you cannot work it out? 

Mr. Batu. Oh, no, sir. 
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Mr. Mitis. Would you care to comment on whether you would feel 
that this matter should be retained generally as it is, subject to these 
possible corrective amendments you suggest; that OASI benefits be 
paid to people on the basis of employment rather than of citizenship 
or on the basis of need or some other possible tests that may be 
suggested ? 

Mr. Batu. I would prefer not to comment on a broad level proposal 
like that, Mr. Mills. I really can’t speak for the Department on that 
question. 

Mr. Muus. But you have not been told, though, to prepare any 
recommendations to the contrary, yet, have you? 

Mr. Batu. No, sir. 

Mr. Mirus. There was one other thing I had in mind, Mr. Ball. 
I do not know what is intended to be conveyed by this chart about 
which you were questioned, there, the one having to do with more 
OAST money paid abroad in 1952 than in one-fourth of the States of 
the United States. These people are not paid abroad under any 
different law, are they, than that under which our citizens here at 
home are paid ? 

Mr. Bau. No, it is the same law. 

Mr. Mitts. The same law exactly. So if there is more being paid 
to people abroad than in any one State, it would be as a result of 
more people abroad having work records or earnings from covered 
employment upon which paymer ts could be based ? 

Mr. Batu. Earnings in this country. 

Mr. Mrs. More than in any one of the States involved. Is that 
right ? 

Mr. Bauu. Than in any of the States of this country. That is right. 

Mr. Mus. That gives rise, then, to the fundamental and basic 
question of principle, which you say you are not in a position to com- 
ment on, whether we should change this from a matter of paying people 
on the basis of employment to one of some other basis. Now, there is 
nothing in present law to change, to prevent people abroad from re- 
ceiving more than people in the United States, unless you develop two 
systems. Is not that right? 

Mr. Batt. I believe that that is correct. 

Mr. Mutts. So that there is nothing that could be made of the fact, 
if this principle is to be retained, that $13 million a year has been 
paid to people outside the United States, whereas only $9,800,000 was 
paid to people in Arizona. 

Mr. Batu. I am not sure I got the first part of your question, Mr. 
Mills. Nothing could be made of it, you say ? 

Mr. Mitts. I say there is no argument to be made, no point to be 
made, is there, of any position that these facts indicate here that $13 
million is paid to people in foreign countries and $9,800,000 paid to 
people in Arizona? That is due entirely to the difference in the num- 
bers affected or to the wage records of the numbers involved and not 
to any different treatment under the law. 

Mr. Batu. That is correct. 

Mr. Mitts. It does not involve any question of legislation to kee 
our people from being discriminated against as to size of benefits. Is 
that correct ? 

Mr. Bau. These benefits—— 





138 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Mr. Mus. Well, we do not have to do anything to do away with 
discrimination in that instance, do we ? 

Mr. Bau. It flows from the act as it is now written in terms of 
covered employment in this country. 

Mr. Mus. I know, but apparently, Mr. Ball, I would gather the 
impression here that someone had in mind that the law itself is dis- 
criminatory, in that it permits somebody or some group of people 
abroad to receive $13 million, whereas it only permits the citizens of 
Arizona to receive $9,800,000. Now, is there anything in the law that 
is discriminatory, that gives rise to that situation as a result of dis- 
crimination against our citizens ? 

Mr. Batu. No, Mr. Mills. 

Mr. Mus. It results, then, solely from the fact that there are more 
people abroad, in total, eligible under the law to these payments, than 
in the particular states chosen for this chart. 

Mr. Batu. That is correct. I might point out that in these States 
listed, in practically all instances, they are agricultural States, where 
the fact that the present OASI law does not cover farm operators and 
a large part of farm work 

Mr. Mitts. I imagine if we made a study of it, we would find a lot 
of reasons why. But we would not find, in our study, that anybody 
under existing law is being treated better because he lives abroad than 
he would be if he lived here in the United States ? 

Mr. Batt. That is correct, with the exception of this retirement test 
point that I made. 

Mr. Miuus. Well, I included that when I spoke of the two sugges- 
tions you made for amendments, to which I think consideration might 
be given. 

Mr. Chairman, Mr. Dingell asked permission to insert in the record 
at various places where he may want to do so some statement or in- 
formation that he may wish to put in the record. I do not know how 
often his other committee work will permit him to be here, but he did 
want to get general permission to do that. 

Chairman Curtis. To extend his remarks? 

Mr. Muus. That is right. He sent word this morning that he 
would like to do that from time to time. It has got to be relevant, 
of course. 

Chairman Curtis, Assuming that it would be on these various topics 
taken up. 

Mr. Mits. Oh, yes, at the appropriate place. He did mention that. 

Chairman Curtis. Without objection, it is so ordered. 

Mr. Mirus. I may have some further questions later on, Mr. Chair- 
man. 

Chairman Curtis. Mr. Goodwin? 

Mr. Goopwin. The question I had in mind, I think, has been pretty 
well covered, Mr. Ball, by what you have said in answer to a question 
of Mr. Mills. My recollection is that while you stated in the earlier 
part of your remarks that the Bureau is concerned by the effect upon 
entitlement, of a recipient’s continued uncovered employment in a 
foreign country, that was about the only instance which you gave us 
which would indicate that the Bureau is disturbed about the work- 
ability of the present law. That is a fair statement, is it not? That 
that one feature stands out? 

Mr. Batu. Yes. 
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Mr. Goopwin. And that one factor is very discriminatory, is it not, 
in effect ? ; 

Mr. Batu. The effect of that is discriminatory. Yes, Mr. Goodwin. 
As well as the lack of covered employment in this country, which is 
discriminatory in the same way. That is, a person can get a job in, 
say, the Federal service, and still get his benefits. On principle, I 
don’t think that is defensible either place. 

Mr. Baker. My question is probably also covered, but I want to be 
clear about it. 

Any recipient in the United States, whether an American citizen 
or otherwise, can only earn up to $75 a month and continue to draw. 
That is correct, is it not? 

Mr. Batu. Yes, in covered employment. 

Mr. Baker. Is it true that this same person, precluded from earn- 
ing more than $75 a month in covered social-security employment, 
whether he be a citizen or not a citizen, can go abroad to a foreign 
country, and, in other words, the so-called work clause would not 
apply ¢ 

Mr. Batu. There is only one exception to that, that really hasn’t 
been brought out. It isa minor one, but I think for complete accuracy, 
I should mention it. 

Mr. Baker. Yes, go ahead. 

Mr. Bauy. That is that employment abroad for an American citizen 
employed abroad by an American employer is covered employment. 
For example, a corporation that has locations around the world, 
American citizens working in a foreign country for them are in covered 
employment. And, of course, the work clause or retirement test 
applies. 

Mr. Baker. But that would not apply to an alien working for this 
same American employer abroad, even though he be working in 
covered employment ? 

Mr. Batu. Well, the fact he was an alien would exclude him from 
coverage. 

Is that your question, Mr. Baker ? 

Mr. Baxer. No. If an alien became eligible in this country, and 
then goes abroad and becomes an employee of an American employer 
abroad engaging in what we term “a covered employment,” then does 
the work clause apply to the alien? 

Mr. Batu, No. That is, covered employment only if it had been per- 
formed in this country. 

Mr. Baker. Where in the act does that come in? 

Mr. Batu. The provision of law that that applies to? 

Mr. Baker. Yes. 

Mr. Packer. The work clause is cast in terms of suspending bene- 
fits if an individual works in covered employment. The definition of 
“employment” is restricted, relative to employment abroad, to covered 
employment, only service performed by American citizens for Ameri- 
can employers. The purpose of this provision, as originally in- 
serted in the 1950 amendments, as I understood it, was that prior to 
that time American employers who sent their own employees (for 
example, the General Motors Corp. sending its own employees to 
England, or possibly to France) to work, would have gaps in their 
wage record. That service would not be covered. This was designed 
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to provide continuity of credit for benefits. It was also enacted in 
recognition that many American employers were sending technicians 
and other types of employees from the United States, American 
citizens, to work on the construction of foreign bases and other work 
of that nature, so as to give them continued coverage under the law. 

Mr. Baker. I do not know whether that is justification or not. 

Mr. Packer. But it does operate the way you indicate, Mr. Baker. 

Mr. Baxer. It is an alien eligible recipient in the United States 
that the work clause does apply to? 

Mr. Packer. Yes. 

Mr. Baker. Now, let us go to the next step. It is unmistakably true, 
then, that that same alien has no restrictions in a foreign country on 
his earnings ? 

Mr. Packer. Correct. 

Mr. Baker. None whatsoever ? 

Mr. Packer. Correct. 

Mr. Baxer. All right. 

Chairman Curtis. Are you through, Mr. Baker? 

Mr. Baxer. Yes. 

Chairman Curtis. Mr. Curtis of Missouri. 

Mr. Curtis of Missouri. I want to clear up a few things, and you 
already have touched on many of them, but first I wanted to get 
into the record: Who prepared these various tables, 1, 2, and 3, and 
chart 1, that have been introduced, if you know, Mr. Ball? 

Mr. Bawx. As I understand it, these tables and charts were pre- 
pared by the staff of the committee from information that was fur- 
nished by the Bureau of Old-Age and Survivors Insurance. 

Mr. Curtis of Missouri. But you have seen those charts, have you 
not ¢ 

Mr. Batu. Yes, sir. 

Mr. Curris of Missouri. And they are accurate as far as the in- 
formation of your Department is concerned ? 

Mr. Bau. Yes, sir. 

Mr. Curris of Missouri. And you supplied the information from 
which the charts were drawn ? 

Mr. Curtis of Missouri. Now, I have jotted these down, so I may 
be a bit repetitious, but again picking up with what Mr. Baker 
discussing : There are no jobs abroad that are in covered tere cone 
with this one exception you have now mentioned of the American 
citizen who is employed by an American concern abroad 

Mr. Bau. Certain maritime employment. 

Mr. Curris of Missouri. Certain maritime employment. In other 
words, an alien who might be employed by an American steamship 
company might be under covered employment ? 

Mr. Baz. That is correct. 

Mr. Curtis of Missouri. Now, in these instances where you do have 
covered employment, however, people who are in those jobs pay so- 
cial-security taxes. Is that not correct? 

Mr. Batu. Yes, sir. 

Mr. Curtis of Missouri. In other words, to a large extent, as 1 un- 
derstand the picture, this provision is an administrative one, because 
otherwise you people would have no way of knowing or checking who 
actually was getting wages, if you did not limit it to covered em- 
ployment ? 
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Mr. Batt. As I understand it, that has been the whole basis of 
that distinction. That is correct. 

Mr. Curtis of Missouri. And it would be a very difficult thing, of 
course, to know whether a man or a woman was receiving more than 
$75 a month outside of the actual information you derive from the 
fact that you are receiving taxes on wages of people who are being 
emp.oyed ¢ 

Mr. Batu. It would be difficult. 

Mr. Curtis of Missouri, And you say, though—and I am very much 
interested in this—that you are presently working in your department 
to devise some possible administrative methods which might be prac- 
tical, whereby another test or another method of administering it or 
policing it would be possible? 

Mr. Batu. Yes, Mr. Curtis. The dilemma is whether you should 
continue a situation which seems to have these bad results in prin- 
ciple, for an administrative reason—if you could devise something 
that was half-way good, shall we say, administratively, 

Mr. Curtis of Missouri. Of course, your main difficulty is the 99 
percent that are in this country, to try to figure out whether in this 
country we can devise a method of enforcing across the board, we will 
say, a wage limitation, rather than this foreign problem, this pay- 
ment-abroad problem, that is being pinpointed ‘here in the discussion. 

Mr. Batu. Of course, that is a much bigger thing. 

Mr. Curtis of Missouri. Yes. Now, I wanted to add one other 
thing and make a suggestion, and I wanted to be sure I am right. The 
job of policing your covered employment abroad would have consid- 
erably added difficulties to any policing in this country; would it not? 
In other words, you would have a lot of additional administrative 
problems to be confronted with; would you not? 

Mr. Batu. That is, if the test were applied to noncovered employ- 
ment, it would be worse abroad than here. I think that would be 
true, generally speaking. There might be some noncovered areas in 
this country where that might be equally true, but in general that 
would be true. 

Mr. Curtis of Missouri. You would have to rely on the State De- 
partment, would you not, as you are for your other tests set up in 
your laws? You have to rely on them to police it? 

Mr. Bau. If they would be willing to undertake that job. 

Mr. Curtis of Missouri. You wouldn't suggest that you would have 
employees abroad to do that? 

Mr. Batu. No, sir. 

Mr. Curtis of Missouri. Now, then, just for clarification in my own 
mind: Of course, we have been talking about old-age retirement and 
not in any sense about disability payments. That is correct; is it not? 

Mr. Bauxt. Yes, Mr. Curtis. There are no disability payments under 
the old age and survivors insurance law. 

Mr. Curtis of Missouri. I just wanted to be certain we were not 
in that picture at all. 

Now, I was a little bit concerned about purely administrative fea- 
tures in relation to the State Department’s carrying on that par ticular 
job on behalf of your department. In regard to that specific instance 
in Hong Kong, you said that you did not ; know under what authori ity 
the State Department has asked that this money be withheld. And 
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that surprised me a bit. Because would it not be normal procedure 
for your organization to ask the State Department by what authority 
they were coming to you to ask that those payments be withheld ? 

Mr. Bax. I imagine we have it. I don’t have it here. 

Mr. Bartierr. We didn’t mean to question, Mr. Curtis, that there 
was no authority. We just didn’t inquire into it specifically. I think 
it might be implic it from these control statutes on the payments. And 
then there is another statute, foreign assets control, that has some re- 
lationship to it, the details of which I am not acquainted with at the 
moment. 

Mr. Curtis of Missouri. Let me get at it this way. At what stage 
were these checks withheld? At your level, before you issued them? 
Or were the checks actually issued and then held up? 

Mr. Barrett. In this particular instance of making the back pay- 
ments, we held them up at our level, the so-called certification level. 
They would, I believe, have discretion in the consular office and per- 
haps some responsibility not to deliver the check if some conditions 
within their knowledge were known to exist. 

Mr. Curtis of Missouri. But in this instance, though, the authority 
was exercised by you? 

Mr. Bartiert. Yes. 

Mr. Curtis of Missouri. So I imagine somewhere in your files it 
would be good procedure to check on the State Department’s authority 
to order you to do this. 

Mr. Bartietr. I wouldn’t want to say they ordered it. They re- 
quested it, and it came about in this fashion, in my recollection of it: 
They felt that the consular officer over there would not want to de- 
liver to that particular national of China a large amount of money, 
and in lieu of putting the responsibility directly upon him to enforce 
whatever restrictions he was operating under, they requested us to 
make the certifications in this fashion. And we acceded. 

I might say we don’t make a general practice of this sort of 
procedure. 

Mr. Curtis of Missouri. No, I would not think so. And, of course, 
I am interested in these details, because I do not like to see an agency 
acceding to a request of another agency that might not have authority. 

And, Mr. Chairman I would like, if we could get for the record, 
the specific reference from your files as to the authority the State 
Department quoted to you. 

Mr. Barrierr. Yes, we would be glad to check our file. 

(The information is as follows :) 

By operations memorandum dated June 5, 1953, the American Consulate Gen- 
eral in Hong Kong returned through the Department of State a benefit check 
issued to a social-security beneficiary in the amount of $1,502.71. The memo- 
randum read: 

“Subject check is enclosed for return to the Treasury Department. It is sug- 
gested that this check be broken down into checks of $100 each and one of $102.71, 
so that one may be forwarded to this office for delivery to payee along with his 
regular check. This would bring his income to about $147.40 per month and 
permit him to live in the comparative comfort warranted him, and yet not permit 
an excess which could be transmitted to China. An occasional increased amount 
could be delivered him on an ad hoc basis when the circumstances indicate such 
action is indicated.” 

A further check on this matter confirms the understanding that the request 
for this action was based on the Foreign Assets Control Regulations as issued and 
interpreted by the Treasury Department. In addition thereto, there is of record 
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in our files a letter dated September 9, 1952, file symbol No. 4198, addressed to 
the Bureau of Old-Age and Survivors Insurance and signed by Mr. Edwin F, 
Rains, Acting Director, Foreign Assets Control, Treasury Department, which 
in pertinent parts reads as follows: 

“Under the Foreign Assets Control Regulations, a copy of which is enclosed, 
individuals who were in China on December 17, 1950, or who have been there 
since that date, are designated nationals and their property in the United States 
is blocked. Nevertheless, remittances up to $100 per month are permitted to 
be made to such persons residing in Hong Kong and withdrawals for this purpose 
may be made from their blocked accounts in the United States under the terms 
and conditions of section 500.521 of the Regulations, without the necessity of 
obtaining a specific license, provided that the remittance is for the individual’s 
own use, and not for the use or benefit of, or transfer to any person in mainland 
China. 

“In April 1951, authorization was given to the American Consul General in 
Hong Kong to certify United States Government checks up to $2,500 in amount, 
notwithstanding the maximum of $100 per month prescribed in section 500.521 
of the Regulations, for payment to designated nationals in Hong Kong who are 
not specially designated nationals and who, it is believed by the American Consul 
General, will not return to China.” 

Mr. Curtts of Missouri. And if they did not go that far, I would be 
interested, too. 

And that comes into another question of procedure. 

I would have thought that when you ran into a number of forms that 
were so obviously incomplete as the one that was particularly referred 
to, it would be good procedure on your part to request the State Depart- 
ment to tighten up their procedure. Would you not say that would 
be pr oper? 

Mr. Bartierr. Well, it might have some good effect. I think I 
mentioned that upon the examination of these forms in connection with 
the particular case folders, if we do need clarification we do request it. 

Mr. Curtis of Missouri. I am not thinking so much in terms of 
clarification. Iam thinking in terms of the overall procedure, which 
certainly would require that ine omplete forms not be submitted. And 
the State Department is really performing a function for your depart- 
ment; is it not? 

Mr. Bartietr. Well, I wouldn’t, as the administrative officer, be so 
much concerned about the formality of the execution of that thing. 
Asa matter of fact, even if I were able to read the affirmation or what- 
ever it is, I am not sure that I would know what the legal significance 
of it is. 

What we meant to suggest there was that we largely leave that up 
to the consular officer. It is his responsibility to see that there is the 
proper identification and that the relevant questions are answered. 
I believe they are in this instance. I haven’t had an opportunity 
to examine this form in detail hertofore, nor have I seen the case 
folder. 

Mr. Curtis of Missouri. Well, let us suppose this, for example. 
We are all confronted with the problem of fraud, and you must 
recognize the possibility of fraud as it is administered abroad. And 
I would think that would be a primary concern of your department. 
And just to say that the State Department is performing the job, and 
feel that your department should not go further, I think, is not meet- 
ing the responsibilities. 

Mr. Bartierr. You are not getting the full effect, I believe, Mr. 
Curtis, of our answer. We don’t mean to nee at all that we have 
abrogated all of our responsibility in this field. As evidence of the 
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fact, on proper occasion we do ask for clarification. On the other 
hand, if we insisted on the formality of a document that could be 
introduced in court in each and every one of these instances, it would 
be quite expensive and time consuming. 

Mr. Curtis of Missouri. Let me suggest this to you, because I am 
more concerned the more you talk about it. Cert: ainly if I saw, as 
an administrator, forms that were being filled out in such an incom- 
plete fashion as that, and knowing, as you must know, the possibility 
of fraud in these cases, I certainly “would be concerned about the State 
Department actually performing their function. And that is what 
I am concerned about. 

No; I do not want the expense that you suggest, but I certainly 
would like you to be casting a weather eye over their procedure, and 
when you see that the procedure is not good, you might suggest to 
them that they tighten up that procedure. 

Mr. Bartierr. I am not passing on the particular form, Mr. Curtis. 
We only indicated our approach to the handling of such forms. I 
don’t know what the background of the form is. I assume that it 
came through the regular channels. 

Mr. Curtis of Missouri. I am not interested in it only as it might 
be an example. I dare say, having seen some of these things, that it 
probably is an example of what is going on, and probably you have 
a system where you will find a 1 good percentage of the forms are 
handled in that fashion, which would further indicate that maybe 
your consular officers do not regard this question with the concern with 
which maybe the American taxpayer would like to see them regarded. 

Mr. Barrierr. I don’t intend to put in a defense for the consular 
oflicers. 

Mr. Curtis of Missouri. No, no. I am not asking you that. I am 
saying they are performing a function for you. I am putting the 
cat on your back. 

Mr. Bartterr. I think it might be of some connection to the ques- 
tion and the problem to bear in mind that in respect of this it is a 
confirmation of the continuance of a preexisting fact. It is not some- 
thing that is basic to eligibility. That has already been considered. 

Mr. Curtis of Missouri. Well, now, wait a second. It has to do 
with eligibility. Because eligibility, as you yourself said, is a matter 
of constant review. 

Mr. Barriert. It is a continuance of the previously existing fact, a 
confirmation of that, and to that extent it is a question of eligibility. 

Mr. Curtis of Missouri. The problem of whether a person gets re- 
married is something you are, for example, having to const: intly check 
on. So if you and your department know that the procedures set up 
for administration of this abroad are not being carefully carried out, I 
think the responsibility is yours to at least review how the State De- 
partment is handling it and to say, “We ought to tighten up here.’ 

Mr. Bartierr. There is no reservation on our part in that respect. 

Mr. Curtis of Missouri. I gathered you were, from the answers to 
the question. 

Mr. Barrierr. That is a misapprehension entirely. 

Mr, Curtis of Missouri. I am glad you cleared it up. 

Now, one other question, which has already been dwelled upon. I 
was interested in seeing this tremendous increase of the OAST benefits 
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abroad, and you answered that the basic question is that there has been 
a considerable increase, too, in our benefits paid here, as we con- 


templated. You have said, though, that the increase abroad is 
greater. And Iam wondering if you have comparative figures show- 


ing how much greater the increase abroad has been than the increase 
in this country from 1949 to 1953. One curve goes this sharp. Where 
(loes the other curve go to? 

Mr. Batu. I believe the rate of increase has been nearly twice as 
much as abroad. 

Mr. Curtis of Missouri. Nearly twice as much abroad? That is a 
matter of serious concern; then, I would say, if that increase has been 
that much. And you h: .ve answered Mr. Mills’ question, I believe, as 
to the reasons to which you attribute that unusual increase, or com- 

paratively large increase, as compared to the increase in this country. 
Have you any additional comments you might make as to where you 
think that increase lies, the excess, or overage ? 

Mr. Batu. I really don’t, Mr. Curtis; unless there could be some- 
thing in the idea that people who wanted to live abroad postponed the 
decision to move. 

Mr. Curtis of Missouri. Could it be that due to this method of ad- 
ministering the program a lot of improper payments and illegal pay- 
ments are being made? 

Mr. Batu. No; I don’t believe so. 

Mr. Curtis of Missouri. You do not think so. But have you really 
checked up with the State Department on that as a possibility, on the 
methods that they are using with their consular officers? I would 
think that that would be the first thing I would think of. Wouldn't 
you? That possibly in the procedure somewhere, where you do not 
have a check on it in this country, maybe there are some improper 
claims being presented ? 

Mr. Bau. I really don’t believe that would be it. I think it might 
be more likely along that line that someone might have this retirement 
test in mind. But I even doubt that. I rather think that there is 
some generalized reason. 

Mr. Curtis of Missouri. Now, just to clarify one final thing. These 
withheld checks, or withheld payments, have not been set aside in a 
special account ? 

Mr. Barrierr. Yes, Mr. Curtis. If the check has been issued, then 
the Treasury Department does withhold it. 

On the other hand, once restrictions are imposed, they notify us, 
and we make no further certifications with respect to that particular 
country, in which case, of course, the check is not issued. 

Mr. Curtts of Missouri. The reason I assume that you did not have 
a special account, either bookkeeping or otherwise, was because you 
said you did not have total figures for the amount of the withheld 
checks. 

Mr. Bartierr. I think there may be some misunderstanding in 
terms there. We did not mean withheld checks. I imagine the Treas- 
ury Department would have that. 

Mr. Curtis of Missouri. Yes. What I am interested in, of course, 
is the withheld payments. 

Mr. Barrier. First of all, the two are in combination, the with 
held checks as well as the situation with respect to which—— 
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Mr. Curtis of Missouri. I was interested in the whole thing, benefits 
to which people are entitled. You do not have the amount of money 
that is in that particular category ? 

Mr. Bartierr. No. 

Mr. Curtis of Missouri. And so we can assume from that safely 
that you do not have any special account, so that we do now know 
what our possible hab ility might be ? 

Mr. Bartierr. Oh, we have a listing, Mr. Congressman, of the sus- 
pended accounts, and it would take only a computation forward to 
indicate the liability. 

Mr. Curtis of Missouri. You have not made that computation ? 

Mr. Barrierr. No; we have not. 

Mr. Curtis of Missouri. I believe they are going to make that, Mr. 
Chairman ? 

Chairman Curtis. I think we left that in a sort of undetermined 
state, 

Mr. Currts of Missouri. Do you not have those suspense accounts ? 

Mr. Barrierr. Yes: we could readily bring forward the claims 
that are suspended in that suspense account. 

Chairman Curtis. That can be brought forward at a later time. 

Mr. Ball, this situation has prevailed in the law since it was writ- 
ten in 1935; is that not true? That statements were not restricted to 
residents of the United States? 

Mr. Bauw. That is correct. 

Chairman Curtis. Or to citizens? 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. Now, as the years have rolled by, if I understand 
your testimony correctly, it has ‘caused concern due to some of the 
problems arising out of it. 

Mr. Batu. That retirement test aspect particularly, Mr. Chairman. 

Chairman Curtis. Yes. Now, reference was made to veterans’ 
benefits being paid outside of the country, railroad-retirement bene- 
fits, and civil-service retirement benefits. Of course, with —o veterans 
we are dealing with a select group of individuals who have been called 
to the defense of our country. Is that not right? 

Mr. Batu. Yes, sir. 

Chairman Curtis. And what the Congress, in its generosity or 
otherwise. decides to do the veterans have alw: ays been considered i in 
a separate class. Is that not right? 

Mr. Batt. I believe so, sir; yes. 

Chairman Curtis. And we even carry veterans’ preferences in em- 
ployment in Government and elsewhere? 

Mr. Bau. Yes. 

Chairman Curtis. And that is generally accepted by the people 
of the country, I believe. 

Mr. Batu. That is right. 

Chairman Curtis. Now, about the Railroad Retirement Act, a man 
can work on the railroad and earn his retirement, and he is not re- 
stricted as to where he lives to receive it. Do you know the current 
rate of contribution that a railroad worker has to pay? 

Mr. Batt. I believe it is 6 percent, is it not? 

Chairman Curtis. I was thinking it was 614 on each. Is it 614 
or 614? 
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Six and a quarter on each, I am told, or a total of twelve and a half 
yercent of payroll. And that is on the entire payroll, and not up to 
3,600. Is that not correct? 

Mr. Batu. The first $3,600, I believe. 

Chairman Curtis. But at any rate, it is a payment of 614 percent 

of the man’s salary. 

Mr. Batu. I believe so; yes. 

Chairman Curtis. And what is the current rate of contribution 
for a Government worker under civil service? 

Mr. Batu. Six percent, I believe. 

Chairman Curtis. Is that 6 percent, or 614? 

Mr. Batt, It is 6 percent. 

Chairman Curtis. And that is on the total? 

Mr. Batu. Yes; that is on the total salary. 

Chairman Curtis. So if a man makes a couple times more than 
$3,600, he still pays that on all of it? 

Mr. Batu. Yes, sir. 

Chairman Curtis. And both systems have a rather long period of 
time they must render service. 

Mr. Batu. For eligibility for retirement benefits? Civil service 
is 5 years and railroad retirement is 10, 

Chairman Curtis. The civil-service retirement at 5 years is a rather 
minimum benefit, is it not? 

Mr. Batu. Yes. 

Chairman Curtis. There has been no new start in civil service? 

Mr. Batu. No; those two systems gave a past service credit ap- 
proach when they were first initiated. 

Chairman Curtis. Yes; when first initiated. Civil service was 
initiated back in 1920. 

Mr. Baru. For a complete record, may I point out one fact? 
Those percentages as related to railroad retirement and also civil 
service cover additional risks beyond old-age and survivors insurance. 

Chairman Curtis. That is right. What I am trying to show, and 
I hope I am not argumentative in any of this, is that we should see 
what the facts are, so that the Congress can make that decision which 
is wise and just. There are differences in the railroad-retirement 
program and the civil-service retirement program from each other 
as well as from social security. 

Mr. Batu. Yes, sir. 

Chairman Curtis. There is no provision in either railroad retire- 
ment or civil service that anyone could secure the maximum benefits 
by being covered, say, for a year and a half? 

Mr. Batu. I am just trying to think how those past service credits 
would work under railroad retirement. 

Chairman Curtis. The past service is railroad work. 

Mr. Batu. Yes; but not toward which he would have contributed. 

Chairman Curtis. Yes. Well, an alien could not come here and 
acquire maximum railroad-retirement benefits in a year and a half, 
could he? 

Mr. Batt. Not at this time, anyway. 

Chairman Curtis. And he could not do that in the civil service. 

Mr. Bau. Not at this time, sir. I am qualifying that only because 
T am not sure I have that past service credit clear in relation to your 
question. 
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Chairman Curris. And neither of those programs have the same 
survivorship program, do they, as social security ? 

Mr. Baxi. Well, now, the railroad survivorship and ours are very 
closely coordinated, and you might say it really is the same. Civil 
service has a survivo rship kind of protection, which is not like OASI 
but covers the same risk. There : a special survivorship protection. 

Chairman Curtis. And the railroad retirement is somewhat of an 
election on the part of the railroad worker, is it not, as to what he gets 
and his wife gets and so on? 

Mr. Batu. Of course, initial coverage is compulsory, Mr. Chairman. 
I am sure you understand that. There are some options in the selec- 
tion of benefits. 

Chairman Currts. I mean a man could select certain types of 
benefits ? 

Mr. Bau. Yes. 

Chairman Curris. In other words, the broad application of the 
survivor benefits of social security does not carry over in full to rail- 
road retirement or civil service either, does it ? 

Mr. Batu. Well, the survivorship is not exactly alike; no. 

Chairman Curtis. That is what I am getting at. I am not saying 
that this happens very often. I am talking about a law that is on the 
books, and the Congress put it there, and I do not know how many 
times this would happen. But it is not possible for an alien to come 
to this country, of any age, 65 or any other age, and secure railroad 
employment or civil service employ ment, and earn the maximum 
benefits in either of those programs in a year and a half. 

Mr. Batx. That is correct. 

Chairman Curtis. And return to his foreign land, marry a young 
woman, raise children, draw a benefit, go on working, draw a children’s 
benefit, and then, when he dies, they would draw an orphans’ and a 
widow’s benefit until the children are 18, and then pay the widow again 
when she is 65, even though the widow and the children have never 
been in the United States. That cannot happen with these other pro- 
grams, can it? 

Mr. Batu. That is correct. 

Chairman Curtis. So it does have ramifications and problems that 
are not comparable entirely to these other programs. Is that not true? 

Mr. Bau. It is not comparable entirely. That is correct, ves, sir. 

Chairman Curtis. In addition to the fact that it is financed quite 
differently. You testified that the railroad retirement contribution 
was 614 percent and civil service was 6. What is the current rate of 
contribution for social security ? 

Mr. Baty. One and a half percent on the first $3,600 of covered 
wages. 

Chairman Curtis. And it is also true that the average amount of the 
benefit in 46 of our 48 States is below the average amount of the foreign 
benefit ? 

Mr. Batu. That is correct, Mr. Chairman. 

Chairman Curtis. Now, what has been done with the approximately 
three fourths of these questionnaires that. the State Department turned 
over to the Bureau of Old Age and Survivors Insurance ? 

Mr. Batu. Except for the relative ly small group that we have kept 
in the last few weeks, after the staff of the committee talked to us on 
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this question, we took what action was called for by those question- 
naires and then destroyed them. 

Chairman Curtis. They were neither stored nor tabulated ? 

Mr. Bartierr. May I elaborate on that a little bit? If some action 
is required with reg: ard to the case, the particular questionnaire would 
find its way into the case folder and remain there, but we would not 
have any separate record of its going into that particular case so that 
it could be identified. 

Chairman Curtis. Mr. Ball, you have read and are familiar with 
the origin of the Social Security Act, its legislative history ¢ 

Mr. Bau. Yes, sir; not in complete detail. 

Chairman Curtis. And it was enacted in what year ? 

Mr. Batu. 1935. 

Chairman Curtis. And as a result of an Economic Commission ap- 
pointed by the President; was it not? 

Mr. Batu. The Committee on Economic Security, I believe. 

Chairman Curtis. Yes. From what you have read of that Commis- 
sion, its report, the discussions at the time, was its purpose to meet a 
problem of want and need and lack of income in this country by reason 
of age: 

Mr. Bau. Yes, sir. 

Chairman Curtis. That was its primary purpose, to meet a situa- 
tion here? 

Mr. Bau. Yes. 

Chairman Curris. And that same concept may or may not be the 
reason why we have a civil service retirement system; is it? 

Mr. Batu. I would assume that we had it to meet a situation 
primarily here. 

Chairman Curtis. I mean the civil service retirement system has 
other purposes; does it not ¢ 

Mr. Batu. Yes, it has the purpose of a general staff retirement sys- 
tem, of attracting employees. 

Chairman Curtis. Attracting better people? 

Mr. Batu. And getting rid of them later, too. 

Chairman Curtis. Attracting better people, and a compensation for 
services. 

Mr. Batu. Yes. 

Chairman Curtis. Now, a social security system that either reaches 
all the people or is intended to reach all the people does not have those 
purposes; does it ? 

Mr. Bau. Certainly not to attract employees to a particular 
employer. 

Chairman Curtis. And it is not a matter of compensation ? 

Mr. Bauzt. Delayed compensation certainly wouldn’t be a major 
point. I don’t know whether I should give a catagorical “no” answer. 
I think that opinions might differ on whether it had in any extent the 
same function, of making it easier for an employer to retire an 
employee. 

Chairman Curtis. I do not wish to magnify the situation discussed 
this morning beyond what it deserves in the light of all the facts. 
But I think you will agree with me that what is happening in social 
security with reference to foreign payments and the problems we 
face in it are not comparable to what is happening in regard to rail- 
road retirement and civil service and the problems there faced. 








150 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Mr. Batu. There are re: Ml differences ; yes. 

Chairman Curtis. There are real differences. 

Any further questions? 

Mr. Mixxs. Mr. Chairman, I may have left the impression, in my 
questions to Mr. Ball, that one reading the record might get an 
erroneous idea of what the law is. I may have left the impression 
from the way I asked my questions that this situation might be differ- 
ent from railroad retirement or civil service, in that someone could 
be covered abroad. 

Actually, Mr. Ball, OAST and railroad retirement confined cover- 
age generally to the United States, to employment within the United 
States, including Alaska, Hawaii, and possessions as contained in the 
definition of the word “State.” 

Mr. Baux. Basically, yes. I have already given two exceptions. 

Mr. Minis. I know you have. But it must be basically in the 
United States. And I assume that is true of civil service? 

Mr. Bat. With those two exceptions, of employment for an Ameri- 
can concern abroad or maritime service. 

Chairman Curtis. It is not true of civil service ? 

Mr. Miuts. I asked him the question, but I did not get his answer. 

Mr. Bau. Shall I back up a minute? On old-age and survivors 
insurance there are two exceptions. There is coverage outside the 
United States in two instances. One, an American citizen employed 
by an American firm abroad. Secondly, under certain circumstances, 
maritime employment outside the United States. 

Mr. Mits. That is specifically set forth in the section that Mr. 
Packer read earlier. Now, is civil service different from railroad 
retirement and OASI as to coverage of aliens under civil service who 
are working outside the United States? 

Mr. Bau. I really am not prepared to answer that question. Could 
I insert it in the record ? 

Mr. Mus. If there is any difference. 

(Nore.—Information later secured and submitted by Mr. Ball is 
that the Civil Service Retirement Act has no citizenship exclusion and 
that it would be possible for a nonresident alien to qualify under it 
on the basis of work outside the United States.) 

Mr. Muus. I had always understood there was some difference 
between civil service and railroad retirement. I do not know if it 
is pertinent here. We are considering social security. We were con- 
cerned here for some time this morning about the problem of these 
people living here in the United States either as citizens or as aliens, 
working for an employer under covered employment, leaving the 
United States, going abroad, and whether or not we should, under that 
circumstance, permit that individual to continue to draw the payment 
which he has earned as a result of being covered under employment 
here in the United States. Is that pretty generally what we have been 

talking about ? 

Mr. Batt. I believe so. 

Mr. Mus. So it is the individual who has worked here in the 
United States. 

One way to stop it would be to not let these people leave the United 
States, would it not? That is one way to eliminate our problem ? 
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Mr. Bau. Perhaps, Mr. Mills, I ought to amend my answer to your 
last question and say that my understanding of these hearings is that 
they are to get all of the facts. 

Mr. Miuus. I did not say the hearings in general. I said this morn- 
ing the problem we have been talking about is the individual who 
has been under covered employment here in the United States, either 
as an alien or asa citizen. First, shall we decide to let him leave the 
United States / 

Second, and more seriously, shall we pay him this benefit based 
upon his work record here in the United States when he goes abroad ¢ 

Mr. Baun. You are saying you are raising the question ¢ 

Mr. Miuis. No; I am asking you if that is the problem we have 
got before us here this morning. You are an authority on social se- 
curity. Lam not. Iam trying to understand what we have been talk- 
ing about here all morning; if our conversation this morning has had 
to do with the individual who has worked here in the United States 
either as a citizen or as an alien and then retires outside the United 
States, and whether or not that individual should draw benefits; if so, 
how, and under what circumstances; including the survivors, of course, 
of that individual. And if he wants to marry someone abroad, what 
will we do about it? Will we recognize that marriage for this purpose, 
or what ? 

There are a lot of other points involved in it, but generally, we 
are talking about the individual who has worked here in the United 
States, either as a citizen or as an alien, but who decides for some 
reason that he will retire and live outside the United States. 

Mr. Batu. That is correct. 

Mr. Minzs. All right. That is what I am getting at. 

Chairman Curtis. I might just amend that recitation a bit. And 
everybody will want to go to lunch soon. 

I think we are dealing in the broader aspect with a program in- 
tended to meet a situation in this country to deal with the social and 
economic problem here. But Mr. Mills has stated what has been the 
rause of the problem arising here. 

Mr. Mirus. Mr. Chairman, I didn’t mean to appear argumentative 
or anything of that sort, but when you start a program of this sort 
for any purpose, it is awfully hard to tell what will happen to the 
people who have been included under the program when they get 
ready to retire. You cannot very well decide it when they begin’ heir 
work in many cases. 

Chairman Curtis. Any further questions? 

Again, Mr. Ball, Mr. Packer, and Mr. Bartlett, we want to thank 
you for your appearance here. You are going to be called back at 
a later date. 

Mr. Bau. So I understand. 

Chairman Curtis. We thank you very much for the assistance you 
have been to us. 

The committee will stand adjourned until 2 o’clock this afternoon. 

(Whereupon, at 1:05 p. m., a recess was taken until 2 p. m. this 
same day.) 
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Chairman Curtis. The committee will come to order. 

If Mr. Kalijarvi and his associates who wish to appear will please 
come forward. Mr. Donaldson will be called a bit later. But you 
may come forward now if you wish, Mr. Donaldson. 

Mr. Kalijarvi, I want to thank you and your associates for being 
here and giving us the information that you are about to give us. 
We appreciate the work that you have done on this and the courtesies 
that have been extended to the staff. 

I want to say in inquiring into these treaty matters that this com- 
mittee is concerned only with social security and what problems might 
arise by reason of these treaties. We are not concerned with the 
treaty as a whole. We have no desire to evaluate the treaty or enter 
into a discussion of the wisdom of any other section of it, but we 
want this information so we might have the facts for such legislative 
purposes as is pertinent in the field of social security. 

Mr. Kalijarvi, will you give your full name and title to the reporter ? 

Mr. Kaxisarvi. I am Thorsten V. Kalijarvi, Deputy Assistant 
Secretary of State for Economic Affairs. 

Chairman Currts. And the individuals with you, if each will 
identify themselves ? 

Mr. Goorr. Daniel Goott, associate labor adviser to the Assistant 
Secretary for Economic Affairs. 

Mr. Wauxer. Herman Walker, Treaty Branch of the Bureau of 
Economic Affairs. 

Chairman Curtis. We might also identify the other individuals in 
case they testify. 

Mr. Donatson. A. C. Donalson, of the office of Special Consular 
A ffairs. 

Mrs. Ramsay. Katherine Ramsey, Office of Special Consular Affairs. 

Chairman Curtis. Pursuant to our procedure this morning, coun- 
sel, Mr. Winn, will proceed to ask the questions. I would appreciate 
the forbearance of the committee on their questions until that has 
been developed, after we have had the statement of Mr. Kalijarvi. 

We will hear you with your prepared statement at this time. 


STATEMENT OF THORSTEN V. KALIJARVI, DEPUTY ASSISTANT SEC- 
RETARY OF STATE FOR ECONOMIC AFFAIRS; ACCOMPANIED BY 
ALLYN C. DONALSON, DIRECTOR, OFFICE OF SPECIAL CONSULAR 
SERVICES; HERMAN WALKER, JR., ECONOMICS TREATY BRANCH, 
COMMERCIAL POLICY STAFF; DANIEL GOOTT, ASSOCIATE LABOR 
ADVISER TO ASSISTANT SECRETARY FOR ECONOMIC AFFAIRS; 
AND MRS. KATHERINE RAMSEY, OFFICE OF SPECIAL CONSULAR 
SERVICES 


Mr. Kacisarvi. Mr. Chairman and members of the committee, the 
countries with which this Government has negotiated treaties of the 
friendship-commerce-navigation type containing a provision relating 
to benefits under social insurance laws are the following: 

Italy (art. XII, par. 2), signed February 2, 1948 (TIAS 1965; 
63 Stat. (pt. 2) rg Also Supplemental Agreement (art. VIT), 
signed September 26, 1951 (Exec. H, 82d Cong., 2d sess.). 
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Uruguay (art. III, par. 2), signed November 23, 1949 (Exec. D, 
8ist Cong., 2d sess.). 

Ireland (art. IV, par. 2), signed January 21, 1950 (TIAS 2155; 
I UST 785). 

Colombia (art. IV, par. 2), signed April 26, 1951 (Exee. M, 82d 
Cong., 1st sess.). 

Greece (art. XI, par. 2), signed August 3, 1951 (Exec. J, 82d Cong., 
2d sess. ). 

Israel (art. IV, par. 2), signed August 23, 1951 (Exec. R, 82d Cong., 
lst sess. ). 

Denmark (art. IV, par. 2), signed October 1, 1951 (Exec. I, 82d 
Cong. e9 2d sess. .. 

Japan (art. III, par. 2), signed April 2, 1953 (Exec. O, 83d Cong., 
1st sess. ). 

The treaties with Italy, Ireland, and Japan are now in force; the 
others, except that with Colombia, have received the advice and con- 
sent of the Senate, but yet await completion of final ratification by 
both sides. 

The provision in the Israel treaty, which recites as follows, is 
typical : 

In addition to the rights and privileges provided in paragraph one of the 
present Article, nationals of either Party shall, within the territories of the 
other Party, be accorded national treatment in the application of laws and 
regulations establishing systems of Compulsory insurance, under which benefits 
are paid without an individual test of financial need: (a@) against loss of wages 
or earnings due to old age, unemployment, sickness, or disability, or (b) against 
loss of financial support due to the death of father, husband, or other persons 
on whom such support had depended. 

The others are all similar, except that (1) the Danish provision is 
confined to unemployment compensation and thus does not extend to 
old age and survivors benefits; and (2) the Italian Supplemental 
Agreement lays the basis for a possible future arrangement whereunder 
nationals of each party who have been employed part of their work- 
ing lives under the principal old age and survivors system of the one 
country and part under that of the other may be accorded benefits 
representing an appropriate combination of the credits earned under 
both systems. 

The provision of which the quoted passage from the Israel treaty 
is representative has been formulated, in conformity with United 
States law and practice, and is confined to those features of the United 
States system under which aliens are in fact accorded the prescribed 
treatment even in absence of treaty: namely, old-age and survivors 
insurance and unemployment compensation. It does not provide 
rights as to State relief or public assistance programs or as to those 
features of the Social Security Act with respect to which there exist 
citizenship tests in one or more of the States (e. g., aid to the blind). 
The effect of the provision is to assure to Americans abroad the same 
measure of nondiscriminatory treatment under the foreign system as 
the alien receives under the system prevailing in the United States 
with respect to comparable types of benefits. 

The measure of treatment stipulated is “national treatment,” which 
means that the alien is to be granted equality of treatment with the 
citizen, in like situations. See, for ex: imple, definition of “national 
treatment” in article XXII, paragraph 1, Israel treaty, and similar 
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definitions in the other treaties where that term is employed. The 
alien is placed on a parity with the citizen; but he is not placed in a 
favored status and he is not entitled to special privileges not enjoyed 
by the citizen. All requirements and tests applied to the citizen as a 
condition precedent to his enjoyment of a benefit are applicable like- 
wise to the alien. Thus, if there are requirements as to place or period 
of residence, the alien may be required to comply therewith to the 
same extent as others. The same would be true, again, of such a test 
as that applied in connection with unemployment compensation in the 
United States: namely, that the person must be ready and available 
for work. A person outside the country could not meet such a test, 
nor could an alien present in the country on a temporary visa which 
restricted his right to take gainful employment or which did not per- 
mit him a sufficient stay to render him eligible for benefits or which 
required him to leave the country when his job was finished. The 
treaty does not in any way affect our immigration laws. 

The provision of the Italian Supplemental Agreement is unique and 
experimental so far as the United States is concerned, though the 
type of possible arrangement which it contemplates is not unknown in 
Europe. Since, furthermore, such an arrangement would involve 
many technical details that would need to be worked out by the com- 
petent experts of the two countries, the provision is not self-executing 
or final. It merely established a framework of objectives within which 
the two countries can seek later to develop a detailed arrangement on 
mutually satisfactory terms. The Senate, in giving its advice and con- 
sent to the supplemental agreement, moreover, attached an under- 
standing clarifying intent that no such arrangement, if finally nego- 
tiated, can be put into force except in conformity with statute; and 
thus its final implementation would be subject to the normal legislative 
power of the Congress. The Italian Government has not yet ratified 
the supplemental agreement; if and when the agreement does come 
into force, the Department visualizes that the initiative for broaching 
discussions for the arrangement will lie with that Government, since 
the initiative for including article VII came from it. Precisely what 
the arrangement would provide, should it materialize, cannot be fore- 
told by the Department pending the actual development of technical 
discussions. Some light on the possible content of such an arrange- 
ment is, however, afforded by a statement filed with the Senate in May 
of 1952 and printed on pages 80-34 of the report on the hearing before 
a Subcommittee of the Committee on Foreign Relations, United States 
Senate, on certain pending commercial treaties, May 9, 1952; and it 
is expected that appropriate consultations with the Congress would 
be held during the development of any negotiation for such an 
arrangement. 

[ have with me here a copy of those hearings, Mr. Chairman, and 
if it meets your pleasure, I would like to submit it for the record as 
a part of my statement. 

The Cuarmman. That is the hearings before the Senate? 

Mr. Kauisarvi. Yes; in which these hypothetical cases were 
discussed. 

The Cuarrman. It is that one volume there ? 


Mr. Karisarvi. Yes. 
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The Cuarrman. Without objection, it is so ordered. I direct that 


an appropriate exhibit number be assigned to it. It will be exhibit 
18. 


(The relevant part of the document described was marked “Exhibit 
18” and is as follows :) 


EXHIBIT 18 


EXPLANATION OF How THE UNITED STaTEs-ITALIAN TREATY MIGHT OPERATE IN 
CERTAIN TYPES OF CASES—May 15, 1952 


The provisions of the United States-Italian agreement establish the general 
method of coordinating benefits which is to be used. The following is a brief 
explanation prepared by the Social Security Administration as to how benefit 
coordination might be brought about as regards the old-age and survivors insur- 
ance benefits of the two countries, 

There would be eligibility for coordination only if (1) the worker had at least 
3 years of employment after 1937 under each system, and (2) the worker gains 
insured status under one or both programs by reason of the combination of 
periods of service. 

When there is eligibility for coordination the worker, or his surviving depend- 
ents, may elect whether or not to have the coordination provisions apply. If 
coordination is elected, the workers’ combined service periods would be used in 
determining his benefit rights, or those of his survivors, under each system. 

Each system would use combined periods of service in determining eligibility 
for benefits. Each system would use its own qualifying requirements in deter- 
mining who would receive benefits. While each system would determine benefit 
amounts on the basis of combined service, it would not be necessary to transfer 
information about the level of earnings—transfers of records of service would be 
sufficient. 

After the initial benefit computation on the basis of combined service, each 
system would reduce the benefit according to the relative amounts of service 
under the two systems. 

Attached are appendix I, giving the insured status requirements of the two 
programs, and appendix II, giving illustrations of cases which might arise under 
coordination. While the illustrations go into some detail in describing the 
benefits payable under the United States system, they present only in rough out- 
line enough information about the benefits payable under the Italian system to 
show how the basic principles would operate. 

The illustrative cases in appendix II are organized according to the insured 
status of the worker before and after the totalization of his periods of service 
under the two systems. There are nine possible types of cases which may arise, 
based on the effect of the coordination upon the workers’ insured status. The 
following table shows these nine categories of cases: 


Country in which worker has insured status a a a 


tion could first te paid, und: fF 





Before coordination After coordination our proposals 

First___- ‘ Neither. - - Neither. - .- Never. 

Second_...- é 106.:..- bed Italy | July 1963. 

/, , ee ier . United States ..| July 1957. 

Fourts....... te Both countries - - Do. 

oe Italy Italy Never. 

Geek iusceds do... Both countries. . d July 1957. 

Seventh........| United States........ United States.............| Never. 

Eighth_..- 4 linac _......-| Both countries. - Effective date of agreement. 


Ninth. -. o=--| Both countries - .----. Manse Sell Never. 


As shown in the table above, group eight cases are the only cases in which 
benefits can be paid as soon as the coordination becomes effective. The earliest 
date for the beginning of benefit payments in any of the other groups of cases is 
July 1957. The reason why these benefit payments cannot be made earlier is 
explained for each type of case in appendix II, under “Comments.” 

Appendix II contains illustrations of cases which might arise in each of the 
groups in which there might be eligibility for benefits under coordination. 


38458—54—pt. 2——-6 ‘ 
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The coordination plan is not expected to affect in any substantial manner 
the actuarial status of the insurance system. While it is not possible to estimate 
the cost of coordination to either the Italian or the United States system, it is 
expected that, since only a very few cases will be affected, the cost will be negli- 
gible. Whatever small additional expenditures may be involved would be justi- 
fied in view of the contributions paid on behalf of the persons affected, who now 
contribute to the United States system but do not work long enough to draw 
benefits. 


APPENDIX I.—INSURED STATUS REQUIREMENTS OF 1 


I ITALIAN AND UNITED 
STATES PROGRAMS AS OF May 7, 1 


[E 
952 


Insured status requirements of United States program 


Number of vears of 
service which will 
meet the  require- 
ments of the United 
States system— Dies, 


ndividual dies, or reaches age 65, reaches age 65 
Individual d rrea e 65, in or reaches age 65 
January July 
through through 
June December 
1953 or earlier 1} 1} 
1954 i 184 
195 9 ote 
1956 2 234 
1957 3 34 
1958 3% 334 
195 4 11 
1960 4h 134 
1961 5 Bie 
19 - x. 
o”% 
196 f 6% 
1064 6 634 
10% : A 
. ‘ i%4 
196 7} 7% 
1% ‘ 84 
1968 814 ey, 
1969 9 94 
197 9144 934 
1971 or lat 10 10 


Also, a worker who has worked under the United States system for roughly 
144 years out of the 8 years immediately preceding his death may be insured on 
the basis of such employment for some types of survivorship protection. The 
chi'’dren under age 158, and the widow caring for such children, may qualify under 
>-year provision. 


this last 3 


INSURED STATUS REQUIREMENTS OF ITALIAN PROGRAM 


For old-age benefits under the Italian system, the insured status requirement 
is taken as being 15 years of coverage. The Italian insured status requirement 
for survivor bencfits is taken as being a total of 5 vears of coverage, with the addi- 
tional requirement that 1 year’s coverage must have been in the 5 years imme- 

t preceding death. These requirements follow the general approach of the 
actual, more detailed provisions of the Italian system. (It will be noted that the 
“recency” test of the Italian program for survivorship protection is an additional 
requirement which must be met, while the recency test of the United States sys- 
tem is an alternative method of meeting the insured status requirements of the 
program. ) 


APPENDIx II ILLUSTRATIVI CASES SHOWING OPERATION OF COORDINATION 
UNpER UNITED STATES-ITALIAN TREATY 


Group 2. Not insured under either system without coordination ; insured under 
the Italian system with coordination : 

B works for 3 years, from 1950 through 1952, under the United States system. 
He works for 4 years, from 1960 through 1963, under the Italian system. He dies 
in July 1966. 


oa bw 


we toner? 


tats ASCE 


2 A Le 
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Without coordination, B cannot of course meet the length of service require- 
ment of either system. With coordination his 7 years of combined service are 
sufficient to meet the length of service requirement of the Italian program but 
not of the United States program. (As shown in the preceding table 7% years 
would be required under the United States system; the alternative requirement 
for limited survivorship protection, as noted, would be 14% years of employment 
during the 8 years immediately preceding his death.) 

With coordination, the benents for B’s survivors under the Italian system 
would first be computed based on the 7 years of service under the two systems. 
They would then be reduced to four-sevenths of this amount, as four-seventlis of 

*’s service was under the Italian system. 

Comment.—lIt might be noted that there could be no cases in group 2 until after 
June 1963, and then only in survivor cases. Group 2 cases could never arise 
before July 1963 because a worker who meets the 3-year qualifying requirements 
would also be able to meet the United States insured status requirement which 
applied before that date. There could be no retirement cases in group 1 even 
after the middle of 1963, as anyone meeting the Italian length of service require- 
ment could also meet that of the United States system. There could be some 
survivor cases after June 1964, as after that date the survivorship requirements 
of the Italian system would be more liberal in some ways than those of the 
United States system. 

Group 3. Not insured under either system without totalization; insured under 
the United States system, but not the Italian system, with totalization: 

C works under the Italian system for 6 years, from 1944 to 1949. He works 
under the United States system for 6 years, from 1956 through 1961. He reaches 
age 65 and retires in January 1966. 

As the length of service requirement under the United States system is 714 
years for an individual reaching age 65 in January 1966 C is not insured under the 
United States system without coordination. He is not of course insured under 
the Italian system without coordination. With coordination the 12 years of com- 
bined service would still not meet the Italian requirement of 15 years, but would 
meet the United States requirement. 

It is assumed that C received wages of $200 per month while under the United 
States system, and that he had a wife age 65 or over when he retired. The 
amount of his monthly old-age benefits under the United States system based 
upon totalized service would be $40 under the initial computation, and his wife’s 
benefit would be $20. The 1951 new start would be used in computing his aver- 
age monthly wage and benefit amount in the computations. As C’s Italian serv- 
ice is before 1951 it has no effect on the computation of the average monthly wage, 
as periods before 1951 were not used in the computation. 

C’s benefit and that of his wife are then reduced to one-half of the amount as 
originally computed, as one-half of his total service was under the United States 
system. The reduced monthly benefit for C is $20, and his wife’s benelit is $10. 
These amounts would be paid under the United States system. 

Comment.—The Social Security Administration proposed that when the new 
start is used in determining the average monthly wage, under the United States 
system, the benefit reduction under the United States system shcu'd be based on 
the relative amounts of service after January 1, 1951, unless insured status de- 
pends on the use of Italian service before January 1, 1951, in which case the reduce- 
tion would be based on the relative lencths of service periods after January 1, 
1937. As C’s insured status does depend upon Italian service before 1951 the 
reduction in this case is based on the total service under the two systems after 
January 1, 1937. 

Group 3 cases could not arise before the middle of 1957, as a worker with the 
required 3 years of service under the United States system would meet the insured 
status requirements of the program until that date. After that date there would 
be both retirement and survivor cases falling in group 3. 

Group 4. Not insured under either system without coordination; insured under 
both systems with coordination. 

D works for 4 years, from 1952 through 1955, under the United States system. 
He works for 4 years, from 1956 through 1959, under the Italian system. He dies 
in January 1960. 

Without coordination, D cannot meet the insured status requirements of either 
system. (As shown in the table, the United States requirement for a worker who 
dies in January 1960 would be 444 years.) With coordination, D would meet the 
insured status requirements of both programs. 
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The benefits for D’s survivors under the Italian system would first be computed 
based on the combined 8 years of service under the two systems. They would 
then be reduced to one-half of this amount, as one-half of D’s service was under 
the Italian system. 

It is assumed that D received wages of $200 per month while under the United 
States system, and that he was survived by a widow and two children under 
age 18. The amount of the monthly benefits based on combined service would 
be under the initial computation: widow, $44.30; first child, $36.90; second child, 
$36.90. The 1951 “new start’? would of course be used in computing his average 
monthly wage in the computation. The benefit amounts would then be reduced 
to one-half of the amounts as originally computed, as one-half of D’s total service 
was under the United States system. The reduced benefits, as payable to D’s 
survivors, would be: widow. $22.20: first child, $18.50; second child, $18.50. 

Comment.—Group 4 cases could not arise before the middle of 1957. (As in 
group 3 cases, a worker with the required 3 years of service under the United 
States system would meet the insured status requirements of this program until 
that date.) After June 1957, both retirement and survivor cases could arise in 
group 4. 

Group 6. Insured under Italian system only without coordination; insured 
under both systems with coordination: 

F works under the Italian system for 20 years, from 1951 through 1970. He 
works under the United States system for 7 years, from 1971 through 1977. He 
reaches age 65 and retires in January 1978. 

I meets the Italian length of service requirements without coordination. He 
does not meet the United States requirement (10 years for workers reaching age 
65 after 1970) without coordination, but does meet the United States require- 
ments with coordination. 

Without coordination, F would qualify for benefits under the Italian system 
based on 17 years of service. With coordination, he would qualify for benefits 
computed on the combined total of 24 years of service and then reduced to 
seventeen twenty-fourths of this amount, as seventeen twenty-fourths of F's 
service was under the Itlian system. 

It is assumed that F received wages of $200 per month while under the United 
States system, and that he had a wife aged 65 or over when he retired. The 
amount of the monthly benefits based on combined service would be, under the 
initial computation: F’s own benefit, $65; his wife’s benefit, $32.50. The benefit 
amounts would then be reduced to seven twenty-fourths of the amount as orig- 
inally computed, as seven twenty-fourths of F’s total service was under the 
United States system. The amounts of the reduced benefits would be: F’s 
own benefit, $19; his wife’s benefit, $9.50. These are the benefits which would 
be paid under the United States system. 

Comment.—Group 6 cases could not arise until July 1957, when the insured 
status requirements of the United States system first exceed 3 years. After that 
date, both survivor and retirement cases could fall in this group. 

Group 8. Insured under United States system only without coordination; in- 
sured under both systems with coordination : 

H works under the Italian system for 10 years, from 1937 through 1946. 
He works under the United States system for 6 years, from 1947 through 1952. 
He reaches age 65 and retires in January 1953. 

Even without coordination, H is insured under the United States system, as 
the length of service requirement for a worker who retires in January 1953 is 
but 14% years of service. With coordination, his combined total of 16 years of 
service enables him to also meet the Italian requirements. 

With coordination, F would qualify for benefits under the Italian system 
computed on the combined total of 16 years of service, and then reduced to ten- 
sixteenths of this amount, as ten-sixteenths of H’s service was under the Italian 
system. 

It is assumed that H received wages of $200 per month while under the United 
States system, and that he had a wife aged 65 or over when he retired. The 
amounts of the monthly benefits based on combined service would be, under the 
initial computation: H’s own benefit, $65; his wife’s benefit, $32.50. This com- 
putation would be based on the 1951 “new start,’ and H’s average toa wage 
would be based on his wages in 1951 and 1952. 

In this case, there would be no reduction in the benefit amounts as originally 
computed, if our suggestions are adopted. As H did not depend on Italian service 
before 1951 for insured status, the reduction, if any, would be based on the relative 
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service periods after 1950. However, as there is no Italian service after 1950 in 
this case, there would be no benefit reduction. 

Comment.—This group of cases is of particular interest, as it is the only type 
of case, under our proposals, in which benefits could be paid under coordination 
before the middle of 1957. Thus, for the first few years under the agreement, 
the only benefits payable by reason of the coordination would be those payable 
under the Italian system. 

In the case of H the amounts of the benefits payable under the United States 
system were not affected. However, the benefits payable under the United 
States system in group 8 cases will ordinarily be lowered if there was Italian 
service after 1950, or if the worker’s insured status depends on Italian service 
before 1951. 

Mr. Kauisarvi. Before concluding, it might be well to mention one 
other kind of treaty provision of possible interest in connection with 
social security generally. This is a provision specifying national 
treatment in the application of workmen’s compensation legislation. 
Its origin was the single-article treaty with Italy signed Februar y 26, 
1913 (III Malloy 2699; 38 Stat. 1669); and it first appeared in ap- 

yroximately its modern form in the 1923 treaty with Germany (art. 

1), the full reapplication of which is provided for in the Agreement 
signed June 3, 1953 (Executive N, 83d Cong., Ist sess). It was in- 
cluded in that form in all treaties of the type signed between 1923 
and 1946, except that with Siam (Thailand) of November 13, 1937. 

It thus appears in the treaties with Liberia (art. IL), signed August 
8, 1938 (T.S. 956; 54 Stat. pt. 2, 1739), and China (art. XIII), signed 
November 4, 1946 (TIAS 1871; 63 Stat., pt. 1299). Ina form 
revised to take more adequate account of colina developments in 
workmen’s compensation legislation, it also appears in each of the 
treaties listed at the beginning of this statement (except of course the 
Italian supplemental), being in each case the first paragraph of the 
article which contains the social-insurance provision. The workmen’s 
compensation provision is not related in any way to the Social Security 
Act of 1935, and it is mentioned here merely to round out the picture 
of what the treaties provide. . 

Chairman Curtis. Does that complete your statement? 

Mr. Kauisarvi. Yes, sir. 

Chairman Curtis. The entire statement, including the portions not 
read, will be printed in the record. 

You may proceed, Mr. Winn. 

Mr. Winn. Mr. Kalijarvi, the provision which you read from the 

saty with Israel, which provision is found on the first page of your 
st atement, you said, I believe, is a provision in treaties which are now 
in force with Italy, with Ireland, and with Japan? 

Mr. Kauisarvi. Yes, sir. 

Mr. Wrnvn. It is also in treaties to which the Senate has given its 
advice and consent, but which have not as yet been ratified by the 
other parties—Uruguay, Greece, Israel, and Denmark; is that correct 4 

Mr. Karisarvi. That i is right. 

Mr. Winn. And it is in a treaty with Colombia, which has not as 
yet been ratified by the Senate of the United States ? 

Mr. Katisarvi. That is right. 

Mr. Winn. Are United States representatives negotiating treaties 
containing a similar clause with other countries, if you know? Can 
you tell us approximately how many countries are involved at the 
present time in such negotiations ¢ 
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Mr. Wacker. Possibly 10 or a dozen, sir, that would contain this 
clause. 

Mr. Winn. Can you tell us briefly the approximate stage at which 
these negotiations now are? 

Mr. Waker. Some of them are in a very preliminary stage. They 
are hardly more than exploratory discussions or simply the initiation 
of a proposal by this Government. Others have reached a stage in 
which negotiations have progressed to some extent. We have, for 
example, recently inaugurated preliminary discussions with Germany 
for such a treaty and we have had negotiations with Australia under 
way for some while now. But they vary, Mr. Counsel. At any given 
time it is pretty hard to predict what the ultimate fate is going to be 
because the negotiation suspends for a while and picks up later, or 
something happens and it just does not go through at all sometimes. 

Mr. Winn. In order to understand exactly the meaning of this usual 
clause, that is, or clause which you quoted from the Israeli treaty and 
which is on page 1 of your statement dealing with what in this country 
are often referred to as social-security benefits, I would like to set up 
a hypothetical example. We have in force, for instance, a treaty with 
Ireland which contains this clause, do we not? 

Mr. Waker. That is right. 

Mr. Wrxn. Suppose an Irish national should come to the United 
States and work in this country in covered employment for a sufficient 
period of time to be eligible for an OAST retirement benefit upon 
reaching the age of 65. This man has remained a citizen of Ireland 
and has not become a citizen of the United States. Under the treaty, 
must he be paid an OASI retirement benefit so long as he resides in 
this country assuming the continuing existence of the OASI benefit 
provisions as they now are? 

Mr. Kauisarvi. Yes. The treaty provides for equality of treat- 
ment. He would therefore be entitled to equality of treatment with 
the United States-citizen. 

Mr. Winn. And that equality of treatment would mean compared 
with other persons also residing in the United States? 

Mr. Kauisarvt. That is right. Incidentally, I am reminded this is 
already provided for in existing legislation. 

Mr. Wrxv. In other words, the provisions of the social-security law 
provide for this? 

Mr. Kauisarvi. That is precisely it. 

Mr. Winn. My point is, Could the provisions of the existing social- 
security law be changed so as to deny this Irish national that privilege 
without abrogating the terms of the treaty ? 

Mr. Kartsarvt. Not without denying that same privilege to nation- 
als in the United States, American nationals or other people now cov- 
ered by social security. 

Mr. Winn. In other words, we could not deny the Trish nationals 
the benefits of social security in the United States—those Irish na- 
tionals residing in the United States—so long as we had social-security 
benefits available to citizens of the United States residing here? 

Mr. Kauisarvr. Precisely. The basic principle is one of equality 
for nationals of other countries with nationals of the United States. 

Mr. Wryxwn. Mr. Kalijarvi, sunnose this Irish citizen leaves the 
United States territory and establishes residence, say. in France where 
we do not have such a treaty as this, I believe. Must the United 
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States, under the treaty, continue to pay him an OASI benefit if it 
pays OASI benefits to United States citizens also living in France? 

Mr. Kauisarvi. Yes. The same principle applies, the principle of 
equality of treatment. 

Mr. Winn. And, of course, that provision is presently in the social- 
security law? 

Mr. Karisarvi. Exactly. 

Mr.Wixn. However, this treaty would prevent the Congress of the 
United States from amending the social-security law to prohibit pay- 
ments to Irish nationals living in France if the law were not at the 
same time changed to prohibit payments to American nationals re- 
siding in France? 

Mr. Kauisarvi. That is perfectly true on an equality basis. That 
is, if the controlling element in the treaty is still to govern. 

Mr. Winn. Let us make another assumption. Suppose this Irish 
national leaves the United States territory and returns to Ireland and 
reestablishes residence there. Must the United States, under the 
treaty, continue to pay him an OASI benefit if it pays benefits to 
American citizens residing in Ireland ? 

Mr. Kauisarvi. The answer is still “Yes.” 

Mr. Winn. And the United States again could not amend the so- 
cial-security law so as to deny an Irish citizen residing in Ireland 
OASI benefits if it paid benefits to American citizens residing in 
Treland ? 

Mr. Katirsarvi. I think the capability of amending the law so as 
to supervene a treaty or to amend existing law always rests within the 
legislative power of this Government. However, the modification in 
this practice could not be done without adversely affecting the treaty 
and the basic underlying principle and raise the question “of whether 
we are living up to the treaty obligations or international obligations 
we have entered into. 

Chairman Curtis. May I say in this connection that what we are 
seeking here is a clear understanding of what the situation is. 

There are some individuals who have given some attention to the 
interpretation of this article IV, paragraph 2, and they point out that 
it could possibly mean that national treatment of the United States 
must be accorded citizens of the other country only when the latter 
are residents of the United States territory. This is a more restric- 
tive interpretation than that of the State Department. It might ap- 
pear that the interpretation of this clause must be clarified in some 
way by the United States Government. 

Mr. Karisarvi. Exactly. 

Mr. Winn. Mr. Kalijarvi, if the United States Congress should 
amend the social-security statute so as to deny payments of OASI 
benefits to nonresidents of the United States, regardless of citizenship, 
as of the date of the application for the benefits, , would such an amend- 
ment, in your opinion, abrogate this provision of the treaty to which 
you have referred ? 

Mr. Kauisarvi. I would say no, Mr. Counsel. The treaty again is 
addressed to aliens and does not hinge upon residence or nonresidence. 

Mr. Winn. Under section 210 (a) (B) of the Social Security Act, 
citizens of the United States who work for an American employer in a 
foreign country, such as Ireland, are in covered employment and many 
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thus earn eligibility for OASI benefits, but Irish nationals of the 
same American employer in Ireland are not covered by the Social Se- 
curity Act. Why does this distinction applying to United States citi- 
zens and noncitizens apparently not abrogate this provision of this 
treaty with Ireland? 

Mr. Warxer. Mr. Chairman, as this paragraph is written, in our 
estimation there is a reference to “within the Territories” and that 
reference is so placed that in our view of the treaty commitment a 
treaty alien, in order to be eligible for benefits as of a treaty right, 
must have employment within the United States. In other words, the 
treaty provision does not go so far as to give him rights under our 
law that are acquired by American citizens working outside the 
United States. At least, that is our view of the proper interpretation. 

Mr. Winn. This is, of course, a reciprocal treaty. Would the same 
answers which we have had hold true if we were discussing a hypo- 
thetical case of a citizen of the United States who had established 
residence in Ireland and who, if Ireland had a law providing retire- 
ment benefits, had met age, earnings, and other eligibility require- 
ments under Ireland’s law ? 

Mr. Kauisarvi. I would say yes. 

Mr. Winn. Do you know whether Ireland has a system of compul- 
sory insurance which pays retirement benefits without an individual 
test of financial need ? 

Mr. Kauisarvi. No; it does not. 

Mr. Winn. Do you know whether any countries with which we 
have signed a treaty at present limit all jobs within their country to 
nationals of that country, thus preventing Americans from earning 
coverage under the laws of that country ¢ 

Mr. Wacker. Mr. Counsel, under the treaty an American would 
have a right to be employed in the country notwithstanding the law. 
That is, the treaty in another section grants the right to an American 
citizen to take jobs in industry and commerce in that country and 
hence any such limitation would not be applicable to an American 
citizen, the treaty being in force. 

Mr. Winn. The subcommittee staff has received information there 
is such a law in the country of Greece, for instance. Of course, the 
Greek treaty is not yet in effect. The effect of the Greek treaty, how- 
ever, would be to abrogate that provision of the Greek law so far as 
United States citizens are concerned when it comes into effect; is that 
true? 

Mr. Wacker. That is right. 

Mr. Winn. Mr. Chairman, I have here a memorandum which was 
prepared by the legislative reference staff of the Library of Congress 
and submitted to a member of the subcommittee’s staff on November 
10, 1953. In this memorandum it is stated that Ireland has no retire- 
ment benefit under a contributory insurance program, although it does 
have a plan providing benefits to a surviving widow and to each of 2 
children under 16 years of age. 

Unemployed or incapacitated workers at age 65 can draw continuous unem- 
ployment insurance benefit up to age 70, when he can apply for noncontributing 
old-age pension subject to means test. * * * Generally local residence required 
for receiving benefits. 

Counsel would like permission to include this memorandum in an 
appendix to the printed committee hearings. (See appendix IT, p. 
1558.) 
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I may also say that so far as these tables and other data that are be- 
ing submitted are concerned, the source material in all instances is 
indicated on the table. Where the source material is not in a reference 
work immediately available, that source material will also be included 
in the appendix, and I will request permission of the chairman later 
to make that inclusion. 

Chairman Curtis. Very well. 

Mr. Winn. May this memorandum be included ? 

Chairman Curtis. Without objection, it is so ordered. 

Mr. Winn. I may say, Mr. Chairman, that from this memorandum 
it probably should be noted the country of Israel does not have any 
system of compulsory insurance and does not provide any benefits com- 
parable to those provided in title IT of the Social Security Act. 

Mr. Kalijarvi, can you tell the subcommittee what American citizens 
gain from a clause such as that which we have been discussing in a 
reciprocal treaty where the other country has no comparable scheme 
or arrangement ¢ 

Mr. Kauisarvi. Mr. Chairman, as addressed, the question relates to 
Israel. It is anticipated Israel would set up such a system and it is 
confidently expected they will as soon as they can. It was in anticipa- 
tion of this that the agreement was reached and the clause was in- 
serted in the agreement.* 

Mr. Winn. In your statement you referred to the fact that the 
pertinent clause in the treaty with Denmark was limited to unemploy- 
ment-insurance benefits. Can you tell the subcommittee why that was 
true in this case? 

Mr. Kanisarvi. Yes. The Danish law was not adjusted to making 
reciprocal commitments on old-age and survivors insurance, and con- 
sequently it was not included. 

Mr. Winn. Does the State Department have any data on the rela- 
tive numbers of Americans as compared with nationals of other coun- 
tries who are benefitting from this clause to which we are referring 
either in respect to Ireland or other countries with whom we have a 
similar treaty ? 

Mr. Wacker. No, sir. We do not have any such figures, but I think 
it is only fair to say that we very well realize that the number is very 
much in favor of the alien. Relatively few Americans will actually be 
in a position to benefit from these clauses as things now stand. 

Mr. Winn. Mr. Kalijarvi, you are aware that the Social Security 
Act does not prohibit payments to nonresident aliens of the United 
States ? 

Mr. Karaisarvi. Yes. 

Mr. Winn. Also that since the law makes no special reference to the 
payments of OASI benefits to nonresident aliens, if they meet all the 
eligibility requirements stated in the law, they are automatically 
eligible for OAST benefits ? 

Mr. Kauisarvi. Yes. 





10n November 19, 1953, the New York Times reported that the Parliament of Israel 
adopted “compulsory insurance to cover the aged, survivors, maternity cases, and victims of 
industrial accidents. * * * Old-age pensions, payable to men of 65 years and women of 
60 after a minimum qualifying period of 5 years. will be the equivalent of $8.80 a month, 
plus cost-of-living allowances. * * * By a special proviso, men of 67 and women of 62 
who are residents at the time the law is adopted may qualify for pensions after only 3 
years of paying premiums.” 
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Mr. Winn. You have referred in our statement to article VII of the 
treaty between the United States and Italy which was ratified by the 
Senate on July 21,1953. I gathered from your statement that it is your 
understanding that the impleme ntation of this provision of this treaty 
would require domestic legislation in the United States which would 
have to be approved by both the House and Senate. 

Mr. Kauisarvi. Exactly. 

Mr. Winn. The standard clause as illustrated by the one which you 
read and which is on the first page of your statement and the special 
clause in the supplement to - Italian treaty re ‘fers only to insurance. 

Mr. Kauisarvi. The answer is “Yes.’ 

Before going on to the next esol perhaps it might be of help 
to insert the exact wording of the understanding that the Senate 
applied to this supplement: al agreement for the purpose of the record. 

Chairman Curtis. That would be very helpful. 

Do we have article VII of this supplemental treaty in the record 
now ¢ 

Mr. Kautsarvi. We have it here for submission. 

Chairman Curtis. We have it here, too, if you will have one of 
your men read that and then have this material from the Senate to 
follow. 

Mr. Waker. Would you care for me to read article VII? 

Chairman Curtis. Yes. That is article VII of the supplement 
treaty with Italy. 

Mr. Waker. That is right, of 1951. 


1. The two High Contracting Parties, in order to prevent gaps in the social- 
insurance protection of their respective nationals who at different times accumu- 
late substantial periods of coverage under the principal old-age and survivors 
insurance system of one High Contracting Party and also under the correspond- 
ing system of the other High Contracting Party, declare their adherence to a 
policy of permitting all such periods to be taken into account under either such 
system in determining the rights of such nationals and of their families. The 
High Contracting Parties will make the necessary arrangements to carry out 
this policy in accordance with the following principles : 

(a) Such periods of coverage shall be combined only to the extent that they 
do not overlap or duplicate each other, and only insofar as both systems pro- 
vide comparable types of benefits. 

(b) In eases where an individual’s periods of coverage are combined, the 
amount of benefits, if any, payable to him by either High Contracting Party 
shall be determined in such a manner as to represent, so far as practicable and 
equitable, that proportion of the individual’s combined coverage which was 
accumulated under the system of that High Contracting Party. 

(ec) An individual may elect to have his right to benefits, and the amount 
thereof, determined without regard to the provisions of the present paragraph. 

Such arrangements may provide for the extension of the present paragraph 
to one or more special old-age and survivors insurance systems of either High 
Contracting Party, or to permanent or extended disability insurance systems 
of either High Contracting Party. 

2. At such time as the Maintenance of Migrants’ Pension Rights Convention 
of 1935 enters into force with respect to both High Contracting Parties, the 
provisions of that Convention shall supersede, to the extent that they are in- 
consistent therewith, paragraph one of the present Article and arrangements 
made thereunder. 


The Senate understanding was as follows: When the Senate gave 
its advice and consent, it attached this understanding and voted it 
as an appendix to the treaty. 

Resolved (two-thirds of the Senators present concurring therein), That the 
Senate advise and consent to the ratification of Executive H, Eighty-second 
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Congress, Second Session, an agreement between the United States and Italy, 
signed at Washington on September 26, 1951, supplementary to the Treaty of 
Friendship, Commerce, and Navigation between the two countries, subject to 
the understanding that the arrangements referred to in Article VII, Paragraph 
One, of the said agreement shall be made by the United States only in con- 
formity with provisions of statute. 


(The following material was submitted for the record :) 
STATEMENT OF SENATOR HICKENLOOPER TO THE SENATE, JULY 21, 1953 


The Committee on Foreign Relations examined carefully article VII of the pro- 
posed supplementary agreement with Italy. That article states a policy of 
seeking to avoid gaps in social-security protection as applied to nationals who 
might move from one country to another and sets forth certain general prin- 
ciples to help the parties in making “the necessary arrangements to carry out 
this policy.” 

It seemed clear to the committee that any plan of this type would involve 
highly technical negotiations and amendments of existing domestic legislation. 
Under those circumstances, the committee approved the Italian treaty, subject 
to the understanding that the social-security arrangements referred to “shall 
be made by the United States only in conformity with provisions of statute.” 
This means that if at some future time an acceptable arrangement is worked 
out to give effect to the general statement of policy in the treaty, it can have no 
force or effect in the United States until such time as domestic legislation is 
adopted to give the arrangements legal effect. 

I might say on that point, Mr. President, that this is a most technical prob- 
lem involving social-security activities which may build up in this country or in 
Italy, as the case may be, for the nationals of the respective countries. It is 
an agreement which commits us to attempt to find an equitable and fair method 
of giving reasonable credit, not necessarily in dollars or in lira, but perhaps 
a combination between the two countries, which will afford a workman reason- 
able credit for the years he has built up in a social-security system. 

It is certainly beyond my competence to write such an arrangement or nego- 
tiation. It is a highly technical, actuarial, and financial operation, and it will 
require experts of the highest order to work out a satisfactory arrangement. 
The treaty is not self-executing on that score, but will have to be implemented 
by this technical arrangement which will be approved by statute. (Congres- 
sional Record July 21, 1953, p. 9620. Treaty ratified with recommended reserva- 
tions of the Committee on Foreign Relations in respect to article VII as given 
above.) 

Mr. Winn. Can you tell us where the Maintenance of Migrants’ 
Pension Rights Convention of 1935, referred to in paragraph 2 of 
article VII, originated ? 

Mr. Goorr. That refers to a convention of the International Labor 
Organization, a convention which this Government has not ratified. 

Mr. Winn. With relation to article VII, if this were implemented, 
is it your understanding, Mr. Kalijarvi, that the following would be 
true: An Italian citizen might work in covered employment in the 
United States for, say, 3 years and then return to Italy and work 
there in a similar job, which, for the sake of simplicity, we shall 
assume is covered employment under the Italian compulsory-insurance 
provision. Although if this Italian citizen became 65 years of age in 
1960, he would not have met the United States eligibility require- 
ments under present law in respect to the number of required quarters 
of coverage and would not, therefore, receive any OASI benefit if he 
remained in the United States. 

He nevertheless would. under article VIT, be entitled to a partial 
OASI benefit from the United States so long as his total vears of 
work in covered employment in both Italy and in the United States 
were sufficient for United States eligibility requirements. Is that 
the general outline of the meaning of this article as you see it? 
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Mr. Kauisarvi. Mr. Chairman, I wish to be fully responsive to the 
committee’s wishes, but I think we are getting into the area which 
is the FSA interpretation. They have filed a statement which we 
ask to have inserted in the record. I wish, however, if Mr. Goott 
has anything that will be helpful here—he is thoroughly familiar with 
this aspect t—that he will respond. 

Chairman Curtis. What was it you wanted in the record ? 

Mr. Katisarvr. We have inserted this statement, you will recall, of 
the Senate. The series of hypothetical questions that was discussed by 
the FSA on the treaties when they were up for ratification before the 
Senate, that is. 

Chairman Curtis. By “FSA” you mean the Federal Security 
Agency? 

Mr. Kanisarvi. Yes, sir. 

Mr. Goorr. In response to the question, I think it is correct, on the 
basis of my understanding of what is contemplated by the officials of 
the Department of Health, Education, and Welfare, that such a com- 
bination of service would be effected and that as a result of that the 
hypothetical individual involved would receive benefits and recipro- 
cally, an American under the same circumstances would become 
eligible for benefits under the Italian system on the basis of the totali- 
zation of credits. 

Mr. Wryn. Mr. Kalijarvi, you are familiar, are you not, with the 
fact that under the Social Security Statute in this country certain 
types of employment within the U nited States are excluded for the 
purpose of determining coverage in order to meet the eligibility re- 
quirements of OAST benefits? 

Mr. Kauisarvi. That is right. 

Mr. Winn. And that certain employment outside of the United 
States on the part of American citizens is considered to be covered 
employment ? 

Mr. Kaurisarvi. Yes. 

Chairman Curtis. Implementation of this article would appear to 
mean there could be a discrimination in favor of some nod Veiled 
States residents as against some United States residents, since the 
latter cannot count for eligibility any periods of work in uncovered 
employment; that is, uncovered in respect to the laws of the United 
States? 

Mr. Goorr. As I understand it, an alien would be considered eligible 
for benefits under the proposed supplementary agreement to the same 
extent that would a United States national. 

Chairman Curtis. In my hypothetical case that I recited, I did not 
raise a question of citizen or alien, but I said a situation might arise 
where a non-United States resident would be discriminated in favor of 
some United States residents. 

Mr. Goor. Under what conditions do you have in mind ? 

Chairman Curtis. In that certain employment in the United States 
is considered not covered employment, and that might be covered in 
the foreign country. 

Mr. Goor. I am not aware that a nonresident of the United States 
would be covered in any employment for which a resident would not 
be covered. There are certain categories of employment which specifi- 
cally are limited to United States ‘nationals. Thus, a United States 
citizen working for an American employer abroad would be covered, 
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as was pointed out earlier this afternoon. But the important criterion 
there is nationality and not residence. Each country S ceahiai what 
is covered employment under its own laws. 

I am not aware of any contemplated cases where that would take 
place, Mr. Congressman, but needless to say, we in the Department of 
State are not necessarily familiar with all the possibilities that might 
arise. We must necessarily rely on the judgment of the officials of 
the old age and survivors insurance program who have the basic 
experience with the possibilities. 

Mr. Winn. Mr. Kalijarvi, do I understand correctly that this is a 
reciprocal treaty and that an American might work in covered employ- 
ment in both the United States and in Italy without completing the 
eligibility requirements in either country and yet receive from each 
country a partial benefit ? 

Mr. Kauisarvi. The answer is “Yes.” 

Chairman Curtis. From my point of view, I feel this article, if 
implemented, might be said to discriminate also in favor of some 
Americans; that is, those who work in Italy in employment which 
under the United States laws cannot count as covered employment 
as against those Americans who work in uncovered employment with- 
in the United States. 

Mr. Goorr. The coverage would depend upon the requirements of 
the laws of the respective countries as to what is included in covered 
employment. 

Mr, Winn. You are familiar, are you not, with the provis‘on of the 
Social Security Act by which an individual working in covered em- 
ployment and earning $75 or more per month cannot also receive 
an OASI benefit ? 

Mr. Kauisarvi. Covered employment; yes. 

Mr. Winn. Do you know whether earnings of $75 or more per 
month, or their equivalent, received by an Italian working for an 
Italian firm in Italy is considered to be a bar for the recipt of OASI 
benefits ? 

Mr. Kauisarvi. There is no covered employment abroad for an 
alien as far as OASI is concerned. ‘Therefore, the $75 retirement 
test for persons in covered employment would not be applicable. 

Mr. Winn. If article VII of the supplemental treaty with Italy 
were implemented to permit, in effect, employment outside the 
United States to count as covered employment for eligibility of OASI 
benefits, would employment outside the United States also then act 
as covered employment to bar the receipt of OAST benefits in the 
same fashion as employment in covered jobs in the United States acts 
to bar the receipt of OASI benefits by residents in the United States? 

Mr. Goorr. I think that would depend upon the details of the ar- 
rangement as they were negotiated with the Italian Government. 

Mr. Winn. This problem might be a hindrance to implementation, 
in other words? 

Mr. Goorr. That would become a negotiating question in order to 
put this thing on a reciprocal basis and to work the arrangement out 
equitably between the two governments. 

Mr. Katrsarvi. Incidentally, an arrangement in which Congress 
would have an opportunity to make its voice heard. 

Chairman Curtis. Mr. Goodwin? 
Mr. Goopwin. I have no questions. 
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Chairman Curtis. Mr. Baker? 

Mr. Baxer. I have no questions. 

Chairman Curtis. Mr. Curtis of Missouri ? 

Mr. Curtis of Missouri. One thing I just want to button up. You 
mentioned these treaties. Are there any executive agreements as 
distinguished from treaties that have anything to do with social 
security ¢ 

Mr. Kauisarvi. Not to my knowledge. 

Mr. Curtis of Missouri. If there are, I assume you would supply 
them. 

Mr. Kaursarvi. We certainly shall. 

(Mr. Kalijarvi later submitted for the record the following state- 
ment :) 


There are no executive agreements on the subject of old age and survivors’ 
insurance. Submitted for the committee’s information, however, is a copy of an 
executive agreement with Canada, signed September 11, 1951, relating to un- 
employment insurance benefits. This agreement, which amends the agreement 
of March 6 and 12, 1942, was designed to coordinate the application of the United 
States Federal-State unemployment insurance program with the Canadian un- 
employment system so that duplication of contribution with respect to the same 
services and duplication of insurance payments with respect to the same periods. 


TREATIES AND OTHER INTERNATIONAL ACTS SERIES 2452 
UNEMPLOYMENT INSURANCE BENEFITS 


AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND CANADA AMENDING 
AGREEMENT OF MARCH 6, AND 12, 1942 


Effected by Exchange of Notes Signed at Ottawa July 31 and September 11, 1951 
Entered into force September 11, 1951; operative retroactively from April 1, 1951 


The American Counselor of Embassy to the Canadian Minister of External 
Affairs 


THE FOREIGN SERVICE 
OF THE 
UNITED STATES OF AMERICA 
Orrawa, July $1, 1951 
No. 30 
EXCELLENCY : 

I have the honor to state that discussions have recently taken place between 
representatives of the Unemployment Insurance Commission of Canada and the 
Bureau of Employment Security in the United States Department of Labor on 
matters of mutual interest arising under the laws of both countries with respect 
to unemployment insurance benefits. These discussions related to mutually de- 
sirable changes in the procedural detail set forth in the Agreement between the 
Government of Canada and the Government of the United States of America on 
unemployment insurance benefits, effected by an exchange of notes at Ottawa on 
March 6 and 12, 1942, [*] and also to reflect the fact that the name of the United 
States agency involved has been changed. That Agreement provides, in Article 
VII, that it may be amended by mutual arrangement evidenced by an exchange 
of notes between the two Governments. In order to make the necessary and 
mutually agreed upon changes in the aforesaid agreement, the Government of 
the United States is prepared to make with the Government of Canada an 
amendment to the Agreement of 1942, such amendment being annexed to this 
note as an appendix. If the proposed amendment is acceptable to the Govern- 
ment of Canada, the Government of the United States of America will regard 
this note together with your reply note concurring therein as constituting an 
agreement between the two Governments, in force on the date of your reply note, 


1 Executive Agreement Series 244; 56 Stat. 1451. 
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the amendment set forth in the Appendix to be operative retroactively as of April 
1, 1951. 
Accept, Excellency, the assurances of my most distinguished consideration. 
‘ Don C. Briss 
4 His Excellency 
7 LesTER B. PEARSON, 
Minister of External Affairs, 
Ottawa. 


AMENDMENT TO THE AGREEMENT BETWEEN THE GOVERN MENT OF CANADA AND THE 
GOVERN MENT OF THE UNITED STATES OF AMERICA ON UNEMPLOYMENT INSURANCE 
BENEFITS 


Article I (a) (iii) is amended to read as follows: 

“Federal agency’ means the agency authorized to administer those provisions 
of the laws of the United States of America which relate to the Federal-State 
unemployment insurance programs.” 

Article IIT is amended to read as follows: 

“*The Government of the United States of America agrees that the Federal 
agency will recommend to each of the states that it carry out the provisions 
herein contained and Canada agrees to carry out such provisions: Provided that 
if any state does not substantially carry out any such provisions, the Unem- 
ployment Insurance Commission of Canada may suspend the operation of such 
provisions with reference to such state.” 

Article VI is amended to read as follows: 

“To avoid the duplication of unemployment insurance payments with respect 
to the same period of unemployment, the order in which an individual who has 
benefit rights under the unemployment insurance laws of two or more jurisdic- 
tions shall exhaust or otherwise terminate his rights to benefits shall be deter- 
mined jointly by the Federal agency of the United States of America and the 
Unemployment Insurance Commission of Canada in such manner as to be reason- 
able and just as between all affected interests.” 


The Canadian Secretary of State for External Affairs to the American 
Ambassador 


DEPARTMENT OF 
EXTERNAL AFFAIRS 


CANADA 
OTTAWA, 
September 11, 1951. 

No. L—251 
E-XCELLENCY: 

I have the honour to refer to Your Excellency’s Note No. 30 of July 31, 1951, 
in which you proposed the amendment of certain articles of the Agreement of 
March 12, 1942, between the United States of America and Canada on Unem- 

. ployment Insurance Benefits. 

The appropriate Canadian authorities agree that Articles I (a) (iii), III 
and VI be amended to read as follows: 
Article I (a) (iii) 

. “ ‘Federal agency’ means the agency authorized to administer those provisions 
of the laws of the United States of America which relate to the Federal-State 
unemployment insurance programme.” 

Article III 
“The Government of the United States of America agrees that the Federal 
agency will recommend to each of the states that it carry out the provisions 
herein contained and Canada agrees to carry out such provisions: Provided 
that if any state does not substantially carry out any such provisions, the 
Unemployment Insurance Commission of Canada may suspend the operation of 
such provisions with reference to such state.” 
Article VI 
“To avoid the duplication of unemployment insurance payments with respect 
to the same period of unemployment, the order in which an individual who has 
benefit rights under the unemployment insurance laws of two or more jurisdic- 
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tions shall exhaust or otherwise terminate his rights to benefits shall be deter- 
mined jointly by the Federal agency of the United States of America and the 
Unemployment Insurance Commission of Canada in such manner as to be 
reusonabie and just as between all affected interests.” 

I confirm that your Note and this reply thereto shall constitute an agreement 
between the two countries and shall take effect on today’s date, to be operative 
retroactively as of April 1, 1951. 

Accept, Excellency, the renewed assurances of my highest consideration. 

scott REID 
for the 
Secretary of State 
for External Affairs. 
His Excellency 
The Hon, STANLEY Woopvwakpb, 
Ambassador of the United States of America, 
Ottawa. 





EXECUTIVE AGREEMENT SERIES 244 
UNEMPLOYMENT INSURANCE BENEFITS 
AGREEMENT 
BETWEEN THE UNITED STATES OF AMERICA 
AND CANADA 


Effected by Exchange of Notes Signed March 6 and 12, 1942 
Effective April 12, 1942 
The Canadian Secretary of State for External Affairs to the American Minister 
DEPARTMENT OF 
EXTERNAL AFFAIRS 


CANADA 
No. 22 OrtTawa, March 6, 1942 
Sik, 

I have the honour to state that discussions have recently taken place between 
representatives of the Unemployment Insurance Commission of Canada and 
the Social Security Board of the United States of America on matters of mutual 
interest arising under the laws of both countries. 

The Lnited States of America, by the enactment of the Social Security Act 
(Act of August 14, 1935, c. 5381, 49 Stat. 620, 42 U. 8. C., c. 7 (Supp.), as amended 
by Act of August 10, 1939, c. 666, 53 Stat. 1360), has made provision for the 
maintenance of a Federal-State unemployment insurance programme in the 
United States of America. The Parliament of Canada, by the enactment of the 
Unemployment Insurance Act, 1940, chapter 44 of the Statutes of Canada, 1940, 
has wade provision for an unemployment insurance programme in Canada. 

There are now in operation unemployment insurance laws in the various 
states of the United States of America and in Canada. 

The representatives of the Unemployment Insurance Commission and the 
Social Security Board concluded that it is desirable that the application of such 
laws be co-ordinated and integrated so that duplication of contributions with 
respect to the Same services and duplication of insurance payments with respect 
tu the same periods of unemployment may be avoided. 

In order to achieve this result, the Government of Canada is prepared to 
make with the Government of the United States of America the agreement which 
is anne\ed as an Appendix to this note. The agreement would come into force 
one month from the date of your reply stating that the Government of the United 
States of America accepts the Canadaian Government's proposal, 

Accept, Sir, the renewed assurance of my highest consideration. 

N. A. ROBERTSON 
for the Secretary of State 
for External Affairs. 
The UNirepv STATES MINISTER TO CANADA, 
Legatton of the United States of America, 
Ottawa, 
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APPENDIX 


AGREEMENT BETWEEN THE GOVERNMENT OF CANADA AND THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA 


ARTICLE I 


(a) In this agreement, unless the context otherwise requires, 

(i) “agency” means any officer, board, commission or other authority desig- 
nated by an Unemployment Insurance Law in force in any state or 
in Canada to administer the Unemployment Insurance Fund for 
which provision is made by such Unemployment Insurance Law; 

(ii) “state” means any state of the United States of America, the territories 
of Alaska and Hawaii, and the District of Columbia; 

(iii) “Social Security Board” means the Board designated in the Social 
Security Act to administer those provisions of the laws of the United 
States of America which relate to the Federal-State unemployment 
insurance programme; 

(iv) “jurisdiction” means any State or Canada. 

(b) Services performed by an individual for an employer shall be deemed 
to be localized within a jurisdiction if— 

(i) such services are performed entirely within such jurisdiction, or 

(ii) such services are performed both within and without such jurisdiction, 
but the services performed without such jurisdiction are incidental 
to the individual’s services performed within such jurisdiction, for 
example, are temporary or transitory in nature or consist of isolated 
transactions. 

ARTICLE II 


This agreement shall not be applicable to employment with respect to which 
contributions are payable under The Railroad Unemployment Insurance Act of 
the United States of America or to periods of unemployment with respect to 
which benefits are payable under that Act. 


ARTICLE III 


The Government of the United States of America agrees that the Social 
Security Board will recommend to each of the states that it carry out the pro- 
visions herein contained, and Canada agrees to carry out such provisions: Pro- 
vided that if any state does not substantially carry out any such provisions, 
the Unemployment Insurance Commission of Canada may suspend the operation 
of such provision with reference to such state. 


ARTICLE IV 


(a) An individual’s entire services for an employer in insurable employment 
as defined in the unemployment insurance law of a jurisdiction will be insured 
under the unemployment insurance law of such jurisdiction in respect of services 
performed by him within, or both within and without such jurisdiction if— 

(1) his services are localized in such jurisdiction, or 

(2) his services are not localized in any jurisdiction but some of his services 
are performed in such jurisdiction, and 

(i) his base of operations, or if he has no base of operations, the place from 
which his services are directed or controlled, is in such jurisdiction, or 

(ii) his base of operations or the place from which his services are directed 
or controlled is not in any jurisdiction in which some of his services 
are performed, but his residence is in such jurisdiction. 

(b) If Clauses 1 and 2 of paragraph (a) of this article do not apply with 
respect to an individual’s services, the agency of any jurisdiction may approve, 
subject to such conditions as it may prescribe or as may be prescribed by its 
unemployment insurance law, an election by such individual’s employer pursuant 
to which such individual’s entire services for that employer shall be deemed 
to be insured employment under the unemployment insurance law of such juris- 
diction. 


38458—54—pt. 2——_7 
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ARTICLE V 


The Agency of any jurisdiction may perform services for the agency of any 
other jurisdiction in the taking and development of any claim for benefits by 
an individual absent from such latter jurisdiction and desirous of claiming 
benefits under the unemployment insurance law of such jurisdiction. 


ARTICLE VI 


(a) To avoid the duplication of unemployment insurance payments with 
respect to the same period of unemployment, no benefits shall be payable on 
the basis of a claim filed through an agency of another jurisdiction unless the 
elaimant’s benefit rights, if any, under the law of the jurisdiction in which he 
files his claim shall have been exhausted or otherwise terminated. 

(b) If, after such rights have been exhausted or otherwise terminated, any 
such individual has rights under the unemployment insurance laws of two 
or more jurisdictions, such individual may be required to exhaust or otherwise 
terminate his rights to benefits under such other laws in such order as may be 
determined jointly by the Social Security Board of the United States of America 
and the Unemployment Insurance Commission of Canada, to be reasonable and 
just as between all affected interests. 


ARTICLE VII 


This agreement may be amended by mutual arrangement evidenced by an ex- 
change of notes between the two Governments, and may be terminated by either 
Government after sixty days notice to the other Government. 


The American Minister to the Canadian Secretary of State for External Affairs 


LEGATION OF THE UNITED STATES OF AMERICA, 
No. 620 OTTAWA, CANADA, March 12, 1942. 
SIR: 

I have the honor to acknowledge the receipt of your note dated March 6, 1942, 
setting forth as an appendix the agreement which the Government of Canada 
is prepared to make with the Government of the United States of America respect- 
ing coordination and integration of the unemployment insurance laws of the 
United States of America and Canada, so that duplication of contributions with 
respect to the same services and duplication of insurance payments with respect 
to the same periods of unemployment may be avoided. 

Under instructions from my Government, I hereby advise you that the Govern- 
ment of the United States of America accepts the Canadian Government’s pro- 
posal and understands that the agreement will come into force one month from 
the date of this note; namely, April 12, 1942. 

Accept, Sir, the renewed assurances of my highest consideration. 

PIERREPONT MOFFAT. 
The Right Honorable 
The SECRETARY OF STATE 
FOR EXTERNAL AFFAIRS, 
Ottawa. 


Mr. Curtis of Missouri. This is an assumption I want to put in the 
record. In working out these OASI provisions in these treaties you 
have been working with the experts in the Department of Health, 
Education, and Welfare, or you were working in that Department 
with the ones who went into the substantive features of it; is that 
right ? 

Mr. Kauisarvi. That is right. 

Mr. Currts of Missouri. I presume in the negotiations their ex. 
perts were sitting in? 

Mr. Watxer. The provision was based on very careful and labori- 
ous studies made by the people in Health, Education, and Welfare of 
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the kinds of problems we have. We worked out language which we 
thought would fit the United States system in consultation with these 
people, who would have the job of administering this. 

Mr. Curtis of Missouri. I was interested in this question of coun- 
sel in regard to Israel when he asked whether they had a program. 
You said “No,” but the provision was written in contemplation of that. 
But there is no restriction on that provision to the effect that it is 
not effective until Israel has a comparable system. There was no 
limitation. I wonder if there was any reason why a limitation was 
not put in there; in fact, with all these treaties. That if there is not 
a comparable program, it is ineffective until such time as there is a 
program. 

Mr. Kauisarvi. I am relatively new to this. I just came with the 
Department as of the lst of September. I must call on one of my col- 
leagues to answer that. Mr. Walker. 

Mr. Waker. Sir, we reason as follows on that point: We feel that 
in the treaty, at least we have done our best to make it so, that we are 
giving the alien nothing that he does not already get. His treaty 
right is coextensive with the rights he has, even in the absence of the 
treaty. When we run up against a situation like the Israel one, we 
have to consider what the probabilities are in this country. 

The best we could gather, as also asserted by their negotiators, was 
that as Israel is able to get its legislative structure organized as time 
goes on, they are going to have a law providing for social insurance. 

Mr. Curtis of Missouri. I appreciate that. 

Mr. Wacker. So we make the treaty so it automatically picks up 
that law when it is enacted, knowing that all the while the Israeli 
are getting under the treaty commitment only what they are going 
to get anyway. 

Mr. Curtis of Missouri. They would be getting it under the situa- 
tion I suggested; is that right? 

Mr. Wanker. That is right. 

Mr. Curtis of Missouri. I can appreciate this as a Congressman, 
that we will be confronted with the argument if we attempt to change 
our social-security program in any way. This treaty will not, you 
say, limit us, but it will be used as an argument that we will be ab- 
rogating that section of the treaty. It has that unfavorable aspect. 
I was just wondering in considering these things, why can’t you limit 
the effective date of this to whenever that particular country has a 
comparable system ¢ 

Mr. Warxer. There is nothing out of order in that suggestion, sir. 

Mr. Curtis of Missouri. In other words, there is no other reason 
underlying that? 

Mr. Waker. That is right. We took a calculated risk on that. 

I would like to point out also, to show the whole picture we have 
come up against, a country where there seems to be no presently fore- 
seeable possibility of a social insurance law. We have one treaty with 
such a country now. In that case we have no provision at all. 

The second, the intermediate, step you suggested is one that has not 
been broached to us before and it is a suggestion worth taking into 
account. 

Mr. Kauisarvi. Was it also true in connection with this: That it 
was anticipated Israel would move quicker than she has actually 
moved ¢ 
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Mr. Waker. That is right. When the treaty was being negotiated 
they did not even have a nationality law, such an elementary thing. 

Mr. Curtis of Missouri. One matter that has been discussed, get- 
ting back to this hypothetical question, was the employment of an 
Irish national as opposed to an American by an American company in 
Ireland. Actually, that situation creates a preference to the Irish 
citizen over 65 who is on OASI, because he can work for that Ameri- 
‘an company and not be barred because he is earning over $75 a month. 

As I understood the original question of counsel, it was that they 
were asking you the reason that that did not abrogate the treaty. The 
reason I supply in my own mind and want to check is that the treaty 
is insuring equality for the alien and does not eliminate preference to 
the alien which might exist. In other words, the treaty is not for 
the purpose of protecting equality to the American citizen; it is for 
the purpose of protecting the equality of the alien; is that right? 

Mr. Kauisarvi. That is correct, so far as rights under our law are 
concerned. 

Mr. Curtis of Missouri. So that is the reason it would not abrogate 
any treaties, although actually an alien does have a decided prefer- 
ence because he is not limited to this working in a field of covered 
employment and still get his benefits while the American citizen is. 

One general statement which I throw out for query: Extending this 
program as by these various treaties to aliens is going to modify the 
basic figures this committee has already reviewe cd upon which OASI 
was originally based. That is, our census figures. It is really includ- 
ing all our alien working population. 

Would you care to comment on that? 

Mr. Karisarvi. Is not the alien working population, if it is pos- 
sessed of the right to reside in the United States, covered ? 

Mr. Curtis of Missouri. Yes, now it is covered. But as I see it, it is 
possible, through treaties, to actually tie the hands of the United 
States Congress as far as legislation concerning their own OASIT pro- 
grams is concerned, if you see what I mean. You are tying it into 
an equality test. At least we cannot legislate and distinguish between 
an alien and a citizen. The alien worker and the citizen, I mean, if 
we have a whole series of treaties. That is my concern. 

Mr. Waker. The point you are making is accurate. These treaties 
are international commitments. 

Mr. Curtis of Missouri. I am not trying to draw conclusions. I 
believe I may have expressed it in such a way, however. I am trying 
to get the thing clear. 

Mr. Kauisarvt. We are trying to be responsive. 

Mr. Waker. If the Chairman will permit, I would like to add one 
more remark. 

Chairman Curtis. You may proceed. 

Mr. Water. These treaties are give-and-take propositions. We 
have things we very much want abroad; such as, protection of Ameri- 
can property against confiscation, payment of due compensation when 
there is expropriation, all the rights and privileges that businessmen 
desire for the security of persons and property, the right to get their 
earnings out of a countr y, withdraw their c apits al on convertible cur- 

rency, the rights for American goods and shipping and others which 
should be had. In a negotiation we have countries that have aspira- 
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tions of their own. They may take the position, as they often do, that 
where the United States has much capital to export, they themselves 
don’t. For psychological and other reasons, a provision such as the 
social security one is a sort of a quid pro quo for the advantages we get 
abroad. 

Mr. Curtis of Missouri. I can appreciate that. 

I have another question. In your opinion, if we were to eliminate a 
preference that we have given to an alien over and above a citizen such 
as this preference that presently exists, where he can work in a covered 
field, that would in no sense abrogate the treaty because it is based on 
equality ? 

Mr. Karasarvi. That is right. 

Chairman Curtis. At this point I am going to declare a 10-minute 
recess. 

The committee will be in recess for 10 minutes. 

(A short recess was taken.) 

Chairman Curtis. Mr. Mills, do you have any questions? 

Mr. Miuus. I have no questions. 

Chairman Curtis. Does anyone else have any questions? 

I would like to ask one question of Mr. Kalijarvi. How does one 
abrogate a treaty ? 

Mr. Kanigsarvi. Perhaps I might turn to Mr. Walker. There are 
several ways in which a treaty might be abrogated, and he is working 
in the Treaty Branch. I think he would be the man to answer your 
question. 

Mr. Wacker. Mr. Chairman, each of these treaties has a final clause 
in it providing for its termination. The usual termination provision 
nowadays is that the treaty endures for 10 years and thereafter is 
terminable on 1 year’s notice by either party. That would be the 
normal, orderly way of abrogating a treaty. We do have situations 
and have had in the past in which there has been violation of a treaty 
even before its termination period has run. But once the certain 
period has expired, we are free to denounce it on giving notice, at any 
time. 

Mr. Kiuigarvi. Mr. Chairman, would you like that part of article 
25 in the treaty of Israel which is addressed read ? 

Chairman Curtis. You might insert it or give it. 

Mr. Kauisarvi. Section III of article 25 says: 

Either party may, by giving 1 year’s written notice to the other party, terminate 
the present treaty at the end of the initial 10-year period or at any time there- 
after. 

Chairman Curtis. I believe that concludes the questions that we are 
going to address to you and to the gentlemen on the right and to the 
gentleman on the left. We are going to have just a few questions to 
address to Mr. Donalson. You are welcome to stay, but I believe we 
are through with you if you wish to be excused. 

Mr. Kanisarvi. Thank you for your courtesies and considered 
treatment. 

Chairman Curtis. We thank you for giving this information. 

Counsel, you have some exhibits ¢ 

Mr. Winn. Yes; I would like to introduce into the appendix first 
a copy of the Treaty of Friendship with Ireland, with the protocol; 
second, a copy of the treaty with the Kingdom of Denmark with the 
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protocol ; and third, a copy of the agreement supplementing the treaty 
with Italy. 

Chairman Curtis. Without objection it is so ordered. 

Mr. Winn, you may proceed with questioning Mr. Donalson. 

Mr. Winn. Mr. Donalson, I believe you have already testified that 
you are Director of the Office of Special Consular Services of the 
Department of State. Is that correct? 


STATEMENT OF ALLYN C. DONALSON, DIRECTOR, OFFICE OF SPE- 
CIAL CONSULAR SERVICES, ACCOMPANIED BY MRS. KATHERINE 
RAMSEY, OFFICE OF SPECIAL CONSULAR SERVICES 


Mr. Donatson. That is correct, sir. 

Mr. Winn. Are the Consular Services of the State Department at 
present concerned with checking the residents of foreign countries 
who are OAST beneficiaries as to their eligibility for OAST benefits? 

Mr. Donatson. Mr. Chairman, a circular instruction was sent to all 
American diplomatic and consular offices on July the 28th, 1951, in 
which this matter was described in detail as to the responsibility of 
the consular offices before delivering checks. 

Each check is identified by a symbol, and that symbol indicates 
the nature of the beneficiary. Before the check is delivered, or mailed 
by registered mail, to the payee, the recipients are required to identify 
themselves before receiving payment. 

The reason we are convinced that this is being done in an appro- 
priate manner is that there are about 1.100 checks being returned 
monthly because the beneficiaries do not properly identify themselves, 
or for other reasons. 

Mr. Wrywn. Does your consular service use some sort of a question- 
naire in connection with this determination of eligibility, Mr. 
Donalson ? 

Mr. Donatson. There has been a questionnaire developed, which 
had been mailed to the foreign-service posts and is being returned 
from most areas of the world. 

Mr. Winn. Now, we had this morning introduced in evidence 
exhibits 5 through 14, which were samples of that questionnaire. 
Are you familiar with those exhibits? 

Mr. Donatson. I am sorry, sir. T haven’t seen them. 

Mr. Winn. You now have exhibits 6 through 14 before you, Mr. 
Donalson. Are those samples of the questionnaires to which you have 
just referred ? 

Mr. Donatson. They are, sir. 

Mr. Wrxwn. Who developed these questionnaires, Mr. Donalson, if 
you know? 

Mr. Donatson. Originally, the questionnaire was developed by a 
foreign-service officer in London. That was returned, and after it 
was received by the Department, it was thought of as a desirable 
approach to the subject and was then distributed throughout the 
foreign service for general use. 

Mr. Wrxwn. Now, in Italy, where in December 1952, there were 
7.727 OAST beneficiaries residing, does the State Denartment’s For- 
eign Service investigate by questionnaire the eligibility of OAST 
recipients? 
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Mr. Donatson. Yes, sir; we brought evidence with us. This pack- 
age is one of a number received this morning at 10 o’clock from Italy. 
And those are questionnaires filled in which will be sent to the He: alth, 
Education, and Welfare agency in Baltimore. 

Mr. Winn. Do those questionnaires from Italy come to you by way 
of the consular offices or do they come direct ? 

Mr. Donatson. These, I believe, are from Rome. 

Mr. Winn. That is, the consular office in Rome? 

Mr. Donatson. The consular part of the Embassy in Rome. The 
other consular offices clear everything through Rome. 

Mr. Winn. And they came to you last year, too? 

Mr. Donatson. Last year we did not receive them, but we were 
informed today through an inquiry from HEW in Baltimore that 
they had received them. There is no record that they came through 
the Office of Special Consular Services last year. 

Mr. Winn. And year before last, you don’t know about that? 

Mrs. Ramsey. For the year before last we have no record. It may 
be that as last year the covering letter became detached in the sea 
pouch, and when the mail room saw they were social-security docu- 
ments, they sent tham over to social security, so that we didn’t see 
them as they went through. 

Mr. Winn. Does the consular service distribute the checks in Italy ? 

Mr. Donatson. No, sir. 

Mr. Winn. What agency acts as the distributing organization 
there? 

Mr. Donatson. An arrangement was made for the distribution of 
these checks through the Banca de Italia. That goes back to 1946, 
right at the cessation of the Second World War. 

Mr. Winn. Can you tell whether these questionnaires were ob- 
tained by the United States consular office in Italy, or by the Bank 
of Italy? 

Mr. Donatson. I don’t believe there is any method of determining 
how they were originally brought into the Foreign Service distribu- 
tion. We can, of course, obtain that for you and would be very glad 
to inquire from Rome, if you wish. 

Mr. WINN. You said a little earlier, Mr. Donalson, that it was nec- 
essary for these beneficiaries to come in and identify themselves. 
Does that mean merely identify themselves as the persons entitled 
to the benefit? Or do they identify themselves further so far as 
the various eligibility provisions of the statute are concerned ? 

Mr. Donatson. Including their status as to the type of benefit to 
which they are entitled. 

Mr. Winn. In other words, for instance, they are examined, in 
the event they are receiving a widow’s benefit or a child’s benefit, as 
to whether they have remarried ¢ 

Mr. Donatson. That is correct, sir. 

Mr. Winn. And the other aspects are also inquired into? 

Mr. Donatson. That is correct, sir. 

If you wish, we could include this circular instruction that went to 
the field on February 23, 1949, which is entitled “Annual Investi- 
gation of Social Sec urity Administration Beneficiaries,” and that is 
broken down by symbols, wage earner, wife, child, widow, and parents. 

Chairman Curris. We would like to have that, and without ob- 
jection, it will be received as exhibit 19. 


— 
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(The document described above was marked “Exhibit 19” and is 
as follows:) 


ExHIBIT 19 


QUESTION NAIRE 


DEPARTMENT OF STATE, 
Washington, February 28, 1949. 
Unclassified 


ANNUAL INVESTIGATION OF SociAL SecuRITY ADMINISTRATION BENEFICIARIES 


To All American Diplomatic and Consular Officers Except in Canada. 

Reference is made to the Department’s circular airgram of October 20, 1948, 
concerning the report required by section IX—11, note 5, of the Foreign Service 
regulations on the status of beneficiaries of the Social Security Administration 
resident abroad. There have been received inquiries from various Foreign 
Service posts as to how to determine what sort of an investigation should be 
made in each particular case. 

There has now been received from the Social Security Administration the 
following information which will be of use to the consular officers in determining 
the type of investigation to make in each case. The Department is informed 
that on each beneficiary’s check there is a symbol (A, B, C, D, E, or F) imme- 
diately following the social-security number of the beneficiary. There is given 
below a table indicating the interpretation of the symbols: 








Symbol | Type of beneficiary Basis for investigation of continuing eligibility 
A Wage-earner..-- Ascertain if wage earner is still alive. 
B Se adgnidticnens Ascertain if wife and wage earner are still alive and have not been divorced, 
C SII bo des cnsn bis Ascertain if child is still alive and has not married or been adopted. 
D Widow....... ..| Ascertain if widow is still alive and has not remarried. 
E Widow-_._._.......| Ascertain if widow is still alive, has not remarried, and has a child (C bene- 
ficiary) in her care. 
F a Ascertain if parent is still alive and has not remarried. 
1 


The following questionnaire has been devised by the American Embassy at 
London for its use in determining the status of social-security beneficiaries in the 
United Kingdom. It is believed the use of the same or a similar questionnaire 
may prove helpful to the other posts. 


DECLARATION OF PERSON RECEIVING PAYMENT OF OLD-AGE AND SURVIVORS INSURANCE 


fk MEIC NE EIU 25 i iy tice len ew Aled ah LSS he ata ls lesan Ati onien 
II. Address of payee ----_----- hae hcl a Sd dina addi ba eens ice demas 
III. State name of wage earner or former wage earner on whose account pay- 
ments are being received ~-_---_--~~- aes 
IV. Social security account No -_-------~-- csi cas ecapa capestatiar peeemtncnge tiaras 
V. (To be answered only in cases where deci irant is wage earner or former 
wage earner receiving primary insurance benefits. ) 
a. Are you married? If so, give name of spouse 
SRI: ASTD ROAD TA UN i in atic en capri csnenepniinmeen 
b. State number of children you have including stepchildren and 
legally adopted children under 18 years of age _________________ 
VI. (To be answered only in cases where declarant is receiving wife’s insur- 
ance benefits.) 
Are you and the wage earner on whose account you are receiving 
payments living together? sii riemlaliiaaciie 
b. If not, state reason why you and ‘the wage earner are not living 
NR a ee a ie ee 
VII. (To be answered only in cases where the declarant is receiving widow’s 
insurance benefits.) 
a. Have you remarried since the death of the wage earner named in 
(III) above? 





b. 
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DECLARATION OF PERSON RECEIVING PAYMENT OF OLD-AGE AND SURVIVORS INSURANCE— 
continued 


VIII. (To be answered only in cases where declarant is receiving payments as 
guardian of, or for the use of, a minor child.) 

- State full name of child 

. Date of birth of child_____~_~- Bie aiid 

c. Is said child now residing with eee ee a 

d. If not, state the reason therefor and the name, address, and re- 

lationship of person with whom the child now resides 


e. Has child mi wrried ? ? 
marriage abi aires 
IX. (To be answered only in cases where declarant is receiving payments as 
dependent parent of wage earner named in (III) above: 
a. State whether you have remarried since death of the wage 
earner, .....<« ae wi 
If so, give date and plac ice of your remarriage - i. 
X. (This question has no bearing on your entitlement to receive payme nts of 
old-age and survivors insurance, but is asked to obtain information for 
the records of this Embassy.) 
Are you a citizen of the United States of America? 
b. If so, please give your American passport number sie Bs 
XI. Full signature of payee (as signed on insurance checks) in the presence of 
the person who signs the certificate in question XII: 


sin: meee sti ite the date and place of 


(Signature of payee) 
XII. Certificate: Must not be signed by a relative. (See below list of persons 
qualified to sign.) 
This is to certify that the foregoing statement and signature were 
made by the above-named person in my presence this day; that I have 


known him (her) personally for _. years or that satisfactory 
evidence to identify him (her) has been examined by me. 

a clad apn ap anni 
Postal address ..2J.52.i. 6/4 DN Do iain el Soe ee 7 
Qualification (title) _-_-- eS ‘Date stants 


Only the following persons are » qui alified to sign the certificate: 
a. American diplomatic and consular officers. 
b. Magistrates, justices of the peace, or police judges. 
e. Ministers of religion habilitually officiating at a place of wor- 
ship within 10 miles of the place where declarant resides. 
1. Police officers not below the rank of sergeant. (Must show 
rank and the foree to which they belong, and in the case of a 
sergeant, his number.) 


«~ 


CIRCULAR AIRGRAM 
Unclassified 


OcTOBER 20, 1948—2 :45 Pp. M. 


ANNUAL Report on Status or Socrat Securtry BENEFICIARIES 


To American Diplomatic and Consular Officers: 


Section [X-11, Note 5, of the Foreign Service Regulations (revised June 21, 
1948), requires each Foreign Service office to submit once each year a report 
on the status of Social Security Administration beneficiaries in its district for 
use in determining continuing eligibility to receive benefits. It has been noted 
that such reports have not been coming in with sufficient regularity and the 
Social Security Administration has now requested the Department to obtain 
them. 

All offices having in their jurisdiction recipients of benefits from the Social 
Security Administration are accordingly requested to take steps to make the 
investigations and to prepare the reports as outlined in Note 5 of Section 
IX-11 of the Foreign Service Regulations. For calendar year 1948, the reports 
should be submitted not later than December 31. In calendar year 1949 and 
thereafter, the required reports should be submitted not later than October 
31. Note 5 of Section IX—11 will be amended to read accordingly. 
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The Social Security Administration has been requested to prepare lists of 
beneficiaries in those countries to which checks are sent by open mail (prin- 
cipally Canada) ; and as soon as the lists are received, they will be forwarded 
to the offices for their use. 

Lovett, Acting. 


CIRCULAR AIRGRAM 
NOVEMBER 10, 1949—3 :20 P. M. 
ANNUAL REPORT OF THE STATUS OF SocrAL Security BENEFICIARIES 


To All American Diplomatic and Consular Officers: 

Reference Department’s Circular Airgram of October 20, 1948, 2:45 p. m., 
concerning the submission of an annual report of the status of Social Security 
beneficiaries. 

It is requested that, in submitting the required report, all Foreign Service 
offices use an Operations Memorandum, subject: ‘“GovERNMENT BENEFICIARIES 
(Federal Security Agency).” Neither airgrams nor despatches should be 
used. 

Wess, Acting. 


Mr. Donatson. To make that document complete, Mr. Chairman, 
may we include the amendment that went out on July 28, 1951, first re- 
ferred to? 

Chairman Curtis. You may, and that will be received, without ob- 
jection, and marked “Exhibit 20.” 

(The document described above was marked “Exhibit 20” and is as 


follows :) 
ExHisiT 20 
DEPARTMENT OF STATE 
OUTGOING CIRCULAR AIRGRAM 
JULY 28, 1951—1: 20 Pp. mM. 
SocraL SecuRITY ADMINISTRATION : ANNUAL INVESTIGATION OF BENEFICIARIES 


To All American Diplomatic and Consular Officers: 

Reference is made to Section IX-—11 of the Foreign Service Regulations; to the 
Department’s Circular Airgram of October 20, 1948; and to the unnumbered 
Foreign Service Serial dated February 23, 1949, all concerning this subject. 

Although a complete rewriting of Section [X-—11 of the Foreign Service Regu- 
lations is contemplated in the near future for inclusion in the Foreign Service 
Manual, the Social Security Administration has requested that the following 
changes in IX—11, note 5, be sent to all posts at once: 

1. Item (b) should read “Final divorces obtained by beneficiaries receiv- 
ing wife’s or husband’s benefits.”” (In addition to a wife’s benefits (age 65 
or more), the new act provides for benefits for a husband, and a wife under 
age 65, if she has an entitled child of her husband in her care.) 

2. Item (d) should read “Marriages of beneficiaries receiving benefits as 
a widow, a former wife divorced, a parent, or a widower.” (The new act 
provides for widower’s benefits and benefits for a former wife divorced.) 

3. Item (e) should read “In the case of a widow (under age 65), or a 
former wife divorced receiving mother’s insurance benefits, or a wife (under 
age 65) receiving wife’s insurance benefits, the fact that there is no longer 
a child of the deceased worker entitled to receive a child’s insurance benefit 
or the fact that these beneficiaries do not have such a child in their care.” 

All posts should note these changes at once in all copies of the Foreign Service 
Regulations at the post. 

Special reference is made to the unnumbered Foreign Service Serial of Feb- 
ruary 23, 1949, on pages 2, 3, and 4 of which was reprinted a questionnaire de- 
vised by the Embassy at London for submitting the individual reports. It was 
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stated that the use of that or a similar questionnaire might prove helpful to 
other posts. 

Many Foreign Service posts have already adopted the questionnaire for sub- 
mitting the reports, and the Social Security Administration has now requested 
that all posts use it. It is accordingly requested that henceforth all Foreign 
Service offices use the questionnaire for the required annual report. The form 
ean be reproduced locally by mimeograph, hectograph, or similar means, but no 
costs should be incurred for having the form printed or otherwise prepared 
commercially. 

The questionnaire should be forwarded to the Department under cover of 
an OM, subject: GovERNMENT Benericraries (Social Security Annual Report). 
It wil be noted that there is no requirement that a consular officer sign the 
questionnaire, or that any signatures be authenticated or any notarization 
services performed. 

ACHESON. 

Mr. Winn. Now, does the State Department make investigations as 
a result of this memorandum to the field on its own initiative, or is 
there any action that is taken by the Bureau of Old-Age and Survivors 
Insurance in this connection ? 

Mr. Donatson. I know of no actions being taken by HEW. All 
action in the field is taken on the initiative of the local Foreign Service 
officer. 

Mr. Winn. In the course of distributing these checks, has the 
Foreign Service of the State Department discovered any areas where 
that Service has felt it advisable to check on the eligibility status of a 
large number of OAST beneficiaries ? 

Mr. Donatson. Yes, sir. 

Mr. Winn. Will you tell us when and where that occurred ? 

Mr. Donatson. I would refer to the two major areas as Hong Kong 
and the Philippines. 

Mr. Winn. Was that investigation made as a result of suspicion of 
fraud on the part of the Foreign Service ? 

Mr. Donatson. Yes, sir; that is a fair presumption. While there 
has been no detailed description, the reports came through, and it was 
from hearsay evidence, neighbors and the like, that brought the infor- 
mation to the Foreign Service officers, and in turn the “y investigated 
it and would run these matters down. 

Mr. Winn. Did these cases deal primarily with any one type of 
OASI recipient, as a young widow or a child or some similar situation ? 

Mr. Donatson. I would say they were general, sir. 

Mr. Winn. Have these investigations in Hong Kong and in Manila 
been compnenads Mr. Donalson ? 

Mr. Donatson. They are continuing affairs because of the un- 
settled conditions in that part of the wor ‘ld. There are alw ays investi- 
gations going on, including this type. 

Mr. Wrixn. And have you found sufficient cases of improper receipt 
to warrant continuing this process as time goes on ? 

Mr. Donatson. Yes, sir. It would be a denial of existing facts to 
say that it isn’t necessary to continue such action. 

Mr. Wry. I believe violations of this section are misdemeanors, are 
they not ? 

Mr. Donatson. Yes, sir. 

Mr. Winn. And we have no way to prosecute for these violations 
from these foreign countries; is that true? 

Mr. Dona.son Unless we had treaty provisions that would author- 
ize the United States to bring them back under those conditions. 
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Mr. Wryn. Then the only sanction that the Government has in 
cases of improper receipt of funds under the OASI system in foreign 
countries is to cease future payments; is that right? 

Mr Donatson. That is our greatest endeavor, to see that payments 
don’t continue. 

Mr. Winn. There is no effective remedy, I assume, to recover past 
improperly made payments? 

Mr. Donatson. We try to recover funds where we know they have 
been improperly paid out, but those are matters that are subject to the 
local conditions, and I don’t know that we have any very well estab- 
lished record of recoveries. 

Mr. Winn. Mr. Donalson, tell me this, if you can. If a national 
of a Communist-controlled country, such as Communist-controlled 
China, which is not now eligible under law to receive these benefits, 
should move to a residence, say, in Hong Kong, and he establishes 
his residence there, and he satisfied the consul in Hong Kong, would 
the consular service then begin paying the current benefits; that is, 
assuming he were entitled to them but ‘for the fact that this provision 
of the statute had prevented their delivery while he was a resident of 
Communist-controlled China ? 

Mr. Donatson. You have picked a part of the world where there 
are some special Treasury regulations. Treasury payments operate 
under licensing procedures for those countries adjacent to China, and 
Hong Kong is in that area affected and there is a special control. 
Funds are not paid out until the persons are identified and proved to 
be noncommunistic. 

Mr. Wryy. Shift the area, then, to Berlin, and assume a resident 
of East Berlin who moves to West Berlin, who is entitled to OAST 
benefits but for this Treasury provision, establishes a residence in 
West Berlin and satisfies the consul that he intends to stay there. 
Would the consul then begin current payments to him ? 

Mr. Donatson. If the check came through and the payee met all re- 
quirements for identity, it would be delivered. 

Mr. Wixn. How would the checks start coming in? Would he 
apply to the ce onsul ? 

Mr. Donatson. If the request comes to the consul, the consul in 
turn reports it to the State Department, which refers it to the Depart- 
ment of Health, Education, and Welfare for action. 

Mr. Winn. Does it go through the Treasury Department also? 

Mr. Donatson. Not unless the Tre: isury is involved, until the check 
is issued. The disbursing officer of the Treasury issues all these checks. 
The checks, in turn, are sent to the mail unit of the Department, and 
are delivered by pouch, with a covering letter, and go to the various 
posts around the world where the individual beneficiary comes in to 
be identified, or where he is known, the checks go out by registered mail, 
except for the case, as explained, in Rome, where the Banca de Italia 
is handling that matter. 

Mr. Wrnyn. Now, let’s assume that this same national, who has had 
current payments resumed, has had blocked over the months a series 
of checks, which have not been made out, or which, if they have been 
made out, have been returned, and so has accumulated moneys on ac- 
count of these past not-paid monthly benefits: Would that accumulated 
fund be paid to him after he had established his residence in West 
Berlin ? 
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Mr. Donatson. After the application had been made and had beer 
transmitted to HEW, and it was approved, and the Department of 
Health, Education, and Welfare in turn authorized the drawing of the 
draft by the disbursing officer of the Treasury, and it was deliv vered to 
the State Department which, in turn, would deliver it. 

Mr. Winn. Have you had some of those cases ! 

Mr. Donatson. Yes, sir; we have. 

Mr. Winn. And have the accumulated funds been paid ! 

Mr. Donatson. There have been very substantial sums paid out. 

Mr. Winn. Any questions¢ Mr. Curtis of Missouri? 

Mr. Curtis of Missouri. Yes. 

This questionnaire form: Was that referred to the OASI for ap- 
proval ? 

Mr. Donatson. Yes, sir. 

Mr. Curtis of Missouri. Now, this package that came in this morn- 
ing: Will this be shipped as it is to Baltimore ¢ 

Mr. Donatson. That is correct, sir. 

Mr. Curtis of Missouri. So you do not look at it, in any sense? 

Mr. Donatson. We have no processing of it whatever. 

Mr. Curtis of Missouri. In other words, I think you made the state- 
ment that the entire responsibility is on the individual consul in the 
particular area ¢ 

Mr. Donarson. The person in direct contact with the recipient and 
beneficiary. 

Mr. Curtis of Missouri. For example, the reason I asked that: We 
had some specific forms that the committee staff got that were quite in- 
complete, some of them not even signed. If that procedure had 
loosened up to that extent, your office would have no way of knowing; 
is that correct? Unless you were asked to specifically look into it? 

Mr. Donarson. That is correct. There is nothing that we would 
have to do in the processing of it. 

Mr. Curtis of Missouri. And you would not feel—I am just trying 
to get our administrative channels straightened out—that it would 
be your responsibility ¢ 

Mr. Donatson. No. We do not think so. We certainly would have 
done something about it, sir, if we had. 

Mr. Curtis of Missouri. That is the point. 

Mr. Donatson. These are shipped through to us, and if the HEW 
is satisfied with the work the way it comes in, it is entirely their re- 
sponsibility, as we see it, under the act. 

Mr. Curtis of Missouri. I am inclined to agree with you, but I do 
not know. You are really acting in behalf of the OAS asa messenger 
service, because you have got your consuls out in the field to perform 
this service. 

Mr. Donatson. The Foreign Service around the world renders this 
type of service in the consuls ir activities for all agencies of Govern- 
ment where other agencies do not have representatives abroad. 

Mr. Curtis of Missouri. We had presented to us this morning the 
fact that the ratio of increase of payments abroad, beneficiary pay- 
ments, was twice the increase of that which was — domestically ; 
and yet the same program is being operated. So I made the sugges- 
tion that it was entirely possible that it was as a result of fraud enter- 
ing into the payments boot I see you shake your head. Do you 
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think there could be another reason behind the increase, the 2-to-1 in- 
crease, in the ratio of payments abroad under this same program to 
what was experienced in this country ? 

Mrs. Ramsey. Yes. I would say it would be basically because most 
of these people who were getting payments abroad put in their claim 
in the United States when they became 65, looked at this first check, 
and said, “That will go further in the old country.” So they imme- 
diately became a statistic, even though their benefits were started in 
this country and transferred with them. 

Mr. Curtis of Missouri. The chart indicates that over a period of 
several years we have experienced this tremendous increase. You 
think there is the incentive to take this money out of the country? 

Mrs. Ramsey. That is right. A check for $50 a month would go 
much further in Italy. 

Mr. Curtis of Missouri. Have you checked that in any way with 
other statistics as to aliens returning to their country ? 

Mrs. Ramsey. No, we haven’t. 

Mr. Curtis of Missouri. So it is a surmise at this point? 

Mrs. Ramsey. And also this man of 65 goes back, and his check is 
sent to him. In another year or two his wife becomes 65. She is 
entitled to a check. There are two beneficiaries abroad, where only 
one went abroad to start with. 

Mr. Curtis of Missouri. So you think it is that, rather than the fact 
that they have this system, which i is admittedly not the same way we 
have of administering the system in this country, where we pay out 
to beneficiaries and have a pretty close check over them and enforce our 
fraud penalties. You do not think that it is the system we have that 
has created this? 

Mrs. Ramsey. No. 

Mr. Curtis of Missouri. Well, I hope you are right. 

Mrs. Ramsry. You see, most of the claims abroad are not original 
claims. They are people going over there. 

Mr. Curtis of Missouri. Sure, but here is the point: You could 
have a person still on the list to receive benefits. You could have a 
person die. And there are all sorts of ways of working fraud into 
this, which the OASI knows from experience in administering it here 
in this country. 

Mrs. Ramsey. The fact that 1,100 checks are sent back because they 
are undeliverable for one reason or another would show that the 
consuls are taking pretty good care of that, I think. 

Mr. Curtis of Missouri. I think it is fine if there are 1,100, but if it 
actually should be 5,000? 

Mrs. Ramsey. I don’t think it should be. I have that much faith 
in our consuls doing their job. 

Mr. Curtis of Missouri. I am not worrying about the honesty of 
the consuls abroad. You can have the most honest and capable people, 
and yet if they are trying to operate a system which puts an undue 
burden on them of checking, we can have a situation like this grow up. 
And that is what I am trying to dig into, as to whether our system of 
payments abroad is such that we have no really adequate checks. We 
know we cannot enforce the fraud penalties, and we know we have to 
use the fraud penalties in this country to enforce the law. Abroad 
we do not have any. Abroad we do not have the methods of checking 
through these people to see whether they have remarried, whether 
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the person is dead, and so forth. SoI am afraid I could not quite go 
along with you, particularly in view of some of these reports that have 
come back, which are not even signed by the person who has received 
the money. I am talking about the questionnaire. 

But I can appreciate this: that your office would not be the one to 
originate any inquiry to see whether things are going right; that that 
inquiry should originate from the OASI office. 

Mrs. Ramsey. And they do, sometimes. 

Mr. Curtis of Missourl. Have they complained to you from time 
to time? 

Mrs. Ramsey. Well, not complaints. 

Mr. Curtis of Missouri. I do not want to use the word “complaint.” 
Have they asked to look into the general situation? Let us take the 
Hong Kong thing. 

Mrs. Ramsry. That came from Foreign Service. 

Mr. Curtis of Missouri. Not from OAST? 

Mrs. Ramsey. Not from OASI. 

Mr. Curtis of Missouri. Then has OASI ever asked you to look 
into a specific situation ? 

Mrs. Pinanty. There have been individual cases ; yes. 

Mr. Curtis of Missouri. Not of a whole locality, though? 

Mrs. Ramsey. No. 

Mr. Curtis of Missouri. Like Hong Kong? 

Mrs. Ramsey. No. 

Chairman Curtis. Now, in the due course of procedure, what will 
happen to that package right there of returned questionnaires from 
Rome? And I guess you have got nine more packages like that. 

Mr. Donatson. Nine more, sir? I would hate to guess, but I 
would be very glad to give you a count on it tomorrow. 

Chairman Curtis. That is all right. But I am interested in the 
mechanics. What will happen to that in due course ? 

Mr. Donatson. That will be forwarded to the HEW office in 
Baltimore. 

Chairman Curtis. And they are forwarded in the bundles? 

Mr. Donatson. As they are received from the foreign countries. 

Chairman Curtis. You are the conduit for that procedure. But 
do you unwrap them and read them and tabulate anything on them? 

Mr. Donatson. No, sir. We have no processing at all. 

Chairman Curtis. So if there is any questionnaire returned that 
would show that the beneficiary was ineligible for further benefits, 
it would have to be caught on the other side. 

Mr. Donatson. I don’t know how they process it in Baltimore, 
but I think your observation is entirely correct, that it would be up 
to them to take the information from the questionnaire. 

Chairman Curtis. Now, as to these 1,100 checks that came back, 
was that because of inability to deliver the checks? Or did they find 
the beneficiary and make a finding that they were not entitled to 
the checks? 

Mr. Donatson. Both instances would cause the checks to be 
returned. 

Chairman Curtis. Yes. So part of that number was not because 
they investigated and found the beneficiaries not entitled to it, because 
part of them could have been that they just could not find the person. 

Mr. Donatson. That is correct, sir. 
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Chairman Curtis. It would not be a very large or difficult job to 
ascertain whether or not these people were citizens or aliens, would it? 

Mr. Donatson. No, sir; not if the question was standardized. I 
just offer the thought that if HEW, for OASI purposes, were to 
decide that they wanted definite categorical answers, or established a 
procedure, the State Department in turn would be very glad to submit 
that through the Foreign Service to collect that information. 

Chairman Curtis. Now, that is the question 10 that is in the 
questionnaire that goes to Europe and a great part of the world. 

Mr. Donatson. Yes, sir; the question of citizenship does exist on 
that questionnaire. 

Chairman Curtis. Now, for those questionnaires that contain ques- 
tion 10, the tabulation of that information would not be difficult, nor 
require skilled employees, or anything of that sort, would it? 

Mr. Donatson. No, sir. The State Department could collect the 
information through the Foreign Service. 

(See Hearings, p. 856, for information on Italy.) 

Chairman Curtis. Any other questions ? 

This hearing has shown that the United States now has treaties in 
force with Italy, Ireland, and Japan, and treaties that are signed 
and ratified but not yet in force with Uruguay, Greece, and Israel, 
which relate to social security benefits. 

The provision that appears in these treaties provides in substance 
that the United States must treat the nationals of those countries the 
same as we treat our own citizens in the payment of benefits under 
title II of the Social Security Act, which is the old age and survivors 
section. 

According to the State Department interpretation, this means, for 
instance, that a national of the country of Ireland could come to the 
United States and, by working the required length of time in a covered 
occupation, become eligible for benefits, return to Ireland and draw 
his benefits in that country. 

This treaty provision as further interpreted by the State Depart- 
ment provides that this national of Ireland could choose to live in 
France, or South Africa, or Hong Kong, or any place else, and we 
would have to pay his old age benefits if we paid benefits to our own 
citizens who went to that particular place in retirement. 

It is possible for some unusual situations to develop by reason of 
these treaty provisions. A national of the country of Italy who came 
to this country at age 65 in 1950 could have entered covered employ- 
ment in this country and, by working 18 months here, become eligible 
for the maximum old age benefit. 

This Italian national could return to Italy and not only continue to 
draw his social security check from the United States but, if he 
married a young woman and proceeded to raise several children, we 
would have to pay a child’s benefit for each child during the years of 
his retirement. Upon the death of that Italian national the United 
States would have to pay survivor benefits to his widow and children 
until the youngest child reached 18. The claim against the United 
States may not even end at that point if this Italian woman is still the 
unmarried widow of this Italian national. She will again draw a 
widow’s benefit when she reaches 65, even though she and the children 
have never lived in the United States. 
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The example that I have cited in reference to what could happen 
in the case of the Italian national, his wife and children, and his 
widow has a similar application to the nationals for any country. In 
the case of countries with whom we have this treaty arrangement, the 
United States is bound to treat these foreign nationals and our citi- 
zens alike so far as further legislation is concerned. 

Now, in addition and apart from this foregoing treaty provision 
and the problems that might arise, we are confronted with a second 
and different treaty provision. A supplemental treaty has been 
entered into by this country with Italy which has been r atified. How- 
ever, the Senate of the United States made certain reservations to 
the provisions relating to social security. Those reservations pro- 
vide that the social security provisions of this new arrangement shal] 
not become operative without further action by both the House and 
the Senate of the United States. 

The substance of this second treaty arrangement is that if an 
Italian national works in this country in employment covered by 
social security, but not long enough to become eligible for bene- 
fits, he may upon his return to Italy complete this required work 
period in Italy and the United States will be liable for the propor- 
tionate share of his old age benefit. A claim could also be made 
against the United States for the proportionate share of any child’s, 
aged wife’s, widow’s, or orphan’s benefits. A citizen of our own 
country who works in covered employment for a period, but insuf- 
ficient to become eligible for benefits, and remains in this country, 
doesn’t get any benefit or any part of the benefit. 

Earlier today, it was shown that we are paying social security 
benefits to persons in many foreign countries—in fact, almost all 
over the world. The payment of foreign benefits is not confined to 
these countries with whom we have treaty arrangements. The treaty 
countries, however, do present these additional “problems that must 
be considered in the field of social security. 

Mr. Curtis of Missouri. I would like to ask one question of Mr. 
Donalson. 

Would it be possible to check somewhere in the State Depart- 
ment through visas as to whether or not there is an actual immi- 
gration of alien workers back to their country? Or would that be 
a difficult thing todo? Or don’t you know? 

Mr. Donatson. The visas would be issued when the alien en- 
tered this country. When he returned there would be no way of 
identifying his exodus except on the control that is maintained by 
the Treasury for customs. 

Mr. Curtis of Missouri. I was just curious as to whether there 
might be some way of confirming from other statistics that you have 
that we are experiencing a lot of these workers going back, and 
whether there is some method by which that could be determined 
with a little more accuracy. 

Mr. Donatson. I would suggest an approach to that subject 
through the paying agency. You see, each of these checks are drawn 
by the disbursing officer of the Treasury. If a study is made of the 
foreign payments, and they are identified by country and nature of 
‘payment, I think it would give the answer to the problem you 
submit. 
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Mr. Curtis of Missouri. Thank you. 

Chairman Curtis. Mr. Donalson and Mrs. Ramsey, we thank you 
very much for your appearance here, the testimony you have given, 
and the help you have given to this endeavor throughout the past 
days and weeks. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 4:05 p. m., the hearing was adjourned until 10 
a.m., Friday, November 13, 1953.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON SoctaL SECURITY OF 
THE CoMMITTER ON Ways AND MEANS, 
Washington, D. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subc ommittee, presiding. 

Present: Representatives Curtis of Nebraska, Goodwin, Baker, Cur- 
tis of Missouri, and Mills. 

Also present : Representatives Mason and Eberharter. 

Subcommittee staff members: Robert H. Winn, chief counsel; 
Karl T. Schlotterbeck, staff director; George R. Leighton, editor and 
consultant; Rita R. Campbell, economist ; ‘James E. Finke, Howard 
Friend, Government research analysts; Wallace M. Smith, attorney; 
and Kileen R. Browne, clerk; present also: Leo H. Irwin, minority 
adviser, Committee on Ways and.Means. 

Chairman Curtis. The committee will come to order. 

Our hearing today is on the broad economic aspects of our economy 
and its relation to social-security problems. We will be taking testi- 
mony in reference to the total Federal expenditures, Federal taxes, 
the national income, and veterans’ benefits, with some attention to the 
overlapping of veterans’ benefits to social security. 

It has been my observation that many of the individual citizens of 
our country think in terms of the total of their Federal taxes. They 
think in terms of the total deductions from their paycheck, including 
the withholding for their income taxes and the withholding for their 
social-security taxes. It follows that if the withholding for personal 
income taxes is extremely high, it places a limitation on the amount of 
social-security taxes that that individual can have taken from his pay- 
check without undue hardship, and vice versa. 

I find that the budgetmakers in our Government likewise are com- 
pelled to look at the entire picture. Business taxes, corporate taxes, 
and individual taxes, and social-security taxes are all taxes. They 
must be borne by our economy and they fall on the individuals and 
enterprises that make up our economy. 

Likewise, those in our Government in charge of budgetmaking must 
consider all expenditures whether they be for the defense of our coun- 
try, veterans’ benefits, resource development, Government services, or 
social security. They are all expenditures that must be made in dol- 
lars. The total national income has a direct bearing on the expendi- 
ture level and the taxes to be collected. 
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This means that we cannot consider any one program, whether it be 
social security, veterans’ benefits, resource development, or anything 
else, in a vacuum. These programs affect one another, and what is 
done in one program has its repercuss ions in other programs. 

Therefore, in this factfinding endeavor of this subcommittee, we 
have set aside today to take some basic testimony on these broad eco- 
homuc aspects of our economy. 

The first witness is Mr. Sam Cohn. Will you come forward, please? 

Mr. Cohn, you are representing the Bureau of the Budget this morn- 
ing, are you not? 


STATEMENT OF SAMUEL M. COHN, FISCAL ANALYST, BUREAU OF 
THE BUDGET 


Mr. Conn. Yes, sir 

Chairman Curtis. 1 want to say to you we are glad to have you 
here. We know that a lot of work has gone into the material that 
has been prepared for your statement which will be helpful to this 
committee. We wish to extend our thanks to you, and to the Bureau 
for this help. 

You have a pt rr statement ? 

Mr. Coun. Yes, sir; I have. 

Chairman cate! You may proceed with your statement. 

Mr. Conn. Thank You, Mr. Chairman. 

Mr. Chairman and members of the committee, this statement deals 
with changes in the size and composition of the Federal budget since 
1900. The attached tables showing these changes have been pre- 
pared at the request of the staff of the subcommittee. The data have 
been collected from published sources and from available records in 
the files of the Bureau of the Budget. 

Budget expenditures, as presented in this tabular material, cover 
the ge sneral fund, the special funds, and the revolving and manage- 
ment funds of the Federal Government. In the case of revolving 
and management funds the expenditures are on a net basis; that is, 
collections received by the fund are deducted from the total of the 
checks issued, and the resulting figure is included as the expenditure. 
Transactions of trust funds and public- -debt funds are excluded; that 
is, for example, old-age and survivors insurance benefits and the re- 
demption of United States securities are not considered budget ex- 
penditures. Since 1949 refunds of receipts have also been excluded 
from budget expenditures (and treated as a deduction from current- 
year revenues). The historical materiai included here has been ad- 
justed back to 1915 for refunds of receipts so that the figures can be 
considered on a comparable basis. 

Table 1 shows budget expenditures by decades back to 1900 in total 
and on a per capita basis. The increase in per capita expenditures 
since 1900 represents not only the expanded scope of the national and 
international responsibilities assumed by the Federal Government, 
but also increases in the prices of goods purchased by the Govern- 
ment and average salaries paid. There is no price index available 
which measures the changes i in costs of goods and services purchased 
by the Federal Government since 1900. “However, from 1900 to 1953 
wholesale prices generally have almost tripled and retail prices have 
risen even more. These changes in the general level of wholesale 
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and retail prices indicate that the Government would now have to 
spend more dollars to obtain the same goods and services as in 1900, 
but the general price changes cannot be applied directly to Govern- 
ment expenditures because the Government buys many kinds of goods 
which no one else purchases (for example, military equipment )— 
goods which are not included in the formulation of general price 
indexes. 

Table 2 shows a breakdown of annual Government expenditures 
by present major function for 5-year intervals back to 1915. This 
breakdown is not available prior to 1915. The figures prior to 1940, 
while essentially correct, were calculated on a rather rough basis from 
material in the files of the Bureau of the Budget. A percentage 
distribution of the figures for each year is shown in table 3. 

The changes in the relative importance of Government activities, 
as measured in terms of expenditures, can be observed in table 3. It 
is seen that these changes seem to bear a definite relationship to 
national and international conditions during the periods under 
review. 

For example, budget expenditures for military services comprised 
11 percent of total spending in 1935 and 86 percent in 1945. In 1915, 
prior to our entry into World War I, these expenditures were 40 
percent of the total; in 1925 they represented 20 percent. In 1950, 
after World War II, but before Korea, military expenditures were 
31 percent of total spending, and by 1955 rose to 60 percent. 

Budget expenditures for international security and foreign rela- 
tions also show a trend that has varied with international tensions. 
These expenditures were less than one-half of 1 percent of total budget 
expenditures in 1930 and in 1935. In the immediate post-World 
War I period, 1920, they comprised 7 percent of total expenditures, 
and in the years 1952 and 1953 were 8 percent. 

In the more or less normal pre-World War II years—1915, 1925, 
and 1930—budget expenditures for veterans’ services and benefits 
were approximately one-quarter of total Government spending. AI- 
though the number of dollars spent for veterans has increased by over 
2,300 percent since 1915, these expenditures were 6 percent of the 
total in 1953 compared with 24 percent in 1915. 

Budget expenditures for all purposes other than the 4 major func- 
tions shown separately in tables 2 and 3 ranged from a low of 8 per- 
cent of the total in the World War II year 1945 to a high of 67 per- 
cent in the year 1935, when work relief and other antidepression 
pump-priming activities constituted a substantial proportion of Gov- 
ernment spending. The various activities included in this “all other” 
group have changed considerably over the years, some increasing in 
importance, while others were declining. Despite the increase of 
5,300 percent in these expenditures since 1915, their relative weight 
in the total of all Government expenditures has declined from about 
one-third in 1915 to somewhat more than one-sixth in 1953. 

A functional breakdown of this “all other” group of expenditures 
is not available on a comparable basis back to 1915. A few examples, 
however, will serve to show the changes in the relative importance of 
some of the programs which have remained in the “all other” group 
over the years. Federal expenditures for Indian affairs are made 
from both general and special funds and from tribal trust funds. As 
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shown in table 4, in 1915 these expenditures amounted to $22 million, 
a figure that was 9 percent of total spending for the “all other” group. 
In 1952 expenditures for Indians amounted to $106 million, a figure 
approximately 1 percent of expenditures for all purposes other than 
the 4 major functions shown separately in table 2. The postal defi- 
ciency in 1915 comprised about 3 percent of the “all other” expendi- 
tures. This proportion has fluctuated considerably over the years 
with varying postal volume and postal rates, and in 1952 anehiaited 
to 7 percent of “all other” expenditures, 

The examples of Indians and the postal deficiency were not specifi- 
cally selected to prove any particular point. They are mentioned 
only because historical figures happen to be available for them in 
tables that have been published within the past several years in the 
Annual Report of the Secretary of the Treasury and the Statistical 
Abstract of the United States. A breakdown of budget expenditures 
by function in more detail than that shown in table 2 is available only 
back to the year 1939. These figures are given in table 5, with a 
percentage bre haven of the total. expenditures i in each year by func- 
tion being shown in table 6. 

Even in the 15 years since 1939 substantial shifts have taken place 
in the importance of expenditures for various functions relative to 
total budget expenditures. The largest increases have taken place 
in military services (from 12 percent ‘of the total in 1939 to 60 percent 
in 1953), international security and foreign relations (from 0.2 per- 
cent to 8 percent), and natural resources (from 2.7 percent to 4.3 
percent). The main reason for the increase in the natural resources 
category is the inclusion of expenditures for atomic energy since 
1947. The largest declines in relative importance since 1939 have 
taken place in programs classified under social security, welfare, 
and health (44 percent to 3 percent) and agriculture and agricultural 
resources (13 percent to 4 percent). Most of this decline is the result 
of the disappearance from Government expenditures of work relief 
and other emergency antidepression semaine 

It has alres dy been explained that budget expenditures exclude the 
transactions of Government trust funds. By today’s standards, trust 
fund operations were negligible prior to the 1930’s, the major ones 
being United States Government life insurance (for World War 
I veterans), and the civil service retirement fund. Since the start 
of the social security system in the 1930’s, however, the transactions 
of the trust funds have grown substantially, and they now have an 
extremely significant impact on the economy. 

The total annual receipts and expenditures of each of the major 
trust funds are shown in table 7 for 5-year intervals starting with 
1935. Although most of the receipts of the trust funds consist of 
payroll taxes (including those deposited by States) and insurance 
premiums, a substantial portion is received from the Government 
itself and this portion has been included in the earlier tables as 
budget expenditures. The receipts from the Government are of two 
kinds: 

(1) Government contributions such as the employer’s share of 
civilian employees retirement and the war hazard share of the 
veterans’ life insurance funds, and (2) interest on United States 
securities held by the trust funds, since these funds invest their 
accumulated reserves in Government bonds. 
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Because of the intragovernmental transactions just described, a 
simple combination of trust fund expenditures and budget expendi- 
tures would contain considerable double counting. To correct this 
situation a consolidated statement has been prepared in recent years. 
This statement is known as the consolidated cash statement, or as 
receipts from and payments to the public. It shows the flow of 
money between the Treasurer of the United States and the public, 
including trust fund transactions but excluding borrowing transac- 
tions with the public. Intragovernmental transactions have been 
eliminated in the consolidation. 

Table 8 shows the totals of the consolidated cash statement by 
5-year intervals back to 1930. It will be noted that in 1930 and 1935 
the difference between budget expenditures and payments to the 
public was about $0.2 billion. In 1950, however, payments to the 
public exceeded budget expenditures by about $3.1 billion; in 1953 by 
$2.0 billion. A detailed functional analysis of payments to the public 
is available only for recent years, and has been published in recent 
budget documents as special analysis A, Receipts From and Payments 
to the Public (cf. 1954 Budget of the U. S., p. 1077). 

Chairman Curtis. All of your tables without objection will be 
printed in the record as a part of your statement. 

(The tables are as follows:) 

TABLE 1.—Total budget expenditures and expenditures per capita, selected years 
1900-53 





Budget . . Budget Budget ; Budget 

Fiscal year | expendi- | FRPMIM | expendi- |! Fiscal year | expendi: | PEPniY | expendi- 

~~ | tures! | (millions) | *Ures per ~~ | , tures* | (millions) | ee per 

(millions) , capita (millions) | - capita 
1900 $521 75.4 $7 I ca al $9, 183 | 131.6 $70 
1910 694 | 91.4 | 8 1950 sal 40, 156 150. 6 267 
1920 ‘ 6, 357 | 105. 5 60 1952 ..-. ae 66, 145 | 155.8 425 

| 


1930 | 3, 320 | 122. 4 | 27 || 1953 
| | 


74, 607 158. 4 471 


1 For years prior to 1920, budget expenditures include refunds of receipts and are not precisely comparable 
with figures for later years. 

2 Estimates for fiscal years 1900, 1910, 1920, and 1930 are for continental United States; 1940 and later years 
include armed forces overseas. 


Sources: Annual reports of the Secretary of the Treasury, Review of the 1954 Budget, U. S. Statistical 
Abstract, and Census Bureau’s Current Population Reports, Series P-25, No. 79, Sept. 16, 1943 


TaBLE 2.—Budget expenditures, by major function, selected years 1915-53 


[Millions] 
| a banal Veterans’ 
Fiscal year Total es curity and Interest aa? | All other 
’ foreign benefits | 
relations . 
1915! $746 $297 $5 $23 $176 $245 
1920 ! 6, 357 3, 997 435 1, 024 332 569 
1925 ! 2, 881 591 15 882 741 652 
1930 ! g 3, 320 734 14 697 821 1, 054 
1935 cael 6, 521 711 19 826 607 4, 358 
1940 9, 183 1, 500 | 51 | 1, 056 552 6, 024 
1945 atch 98, 703 84, 570 677 3, 662 2, 096 7, 698 
1950 40, 156 12, 281 4,805 | 5, 817 6, 647 10, 606 
1952 ‘ | 66, 145 39, 727 5, 268 5, 934 4, 863 10, 353 
1953 penne 74, 607 | 44, 466 6,014 6, 589 4, 300 13, 238 


| 

1 Expenditures for these years differ from those shown in the annual reports of the Secretary of the Treasury 
because refunds of receipts have been deducted to make the figures for these years comparable with later 
years. 


Source: Material in files of the Bureau of the Budget. 
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Taste 3.—Percentage distribution of budget expenditures, by major function, 


selected years 1915-53 





[millions] 
Interna- Veterans’ 
; . Military | tional se- services 
Fiscal year Total services | CUrity and Interest ent All other 
™ , foreign 7 
ene 
relations benefits 
1915 100 39.8 0.7 23.6 32.8 
1920 100 62.9 6.8 §.2 9.0 
1925 100 20.5 5 25.7 22.7 
1930 100 22.1 .4 24.7 | 31.8 
1935 100 10.9 a 9.3 66.8 
1940 100 16.3 .6 6.0 65.6 
1945 ‘ aoe 100 85. 7 7 2.1 7.8 
1950 100 10.6 12.0 16.5 26.4 
1952 ‘4 100 60. 1 8.0 7.3 15.6 
ee a et RL 100 59.6 8.1 5.8 17.7 
Source: Table 2, preceding. 


Taste 4.—Erpenditures for Indians and for postal deficiencies, selected years 


1915-52 





Budget expenditures Expenditures 
for ‘all other”’ (viz 4 i pate 42 waa 
table 2 
Indians Postal deficiency 
Fiscal year ” " 
Total General 
’ and Trust 
Mi s| Percent ant se 
Tillions | Perce special funds, | Millions | Percent 
1 funds (millions) 
Millions | Perce 
Tillion Percent | (millions) 
1915 $245 100 9.0 $12.5 $9.6 $6. 6 2.7 
1920 569 100 +o 13. 4 27 a (1) 
1925 652 100 6.0 13.5 25.3 23. 2 3.6 
1930 1, 054 100 3.0 19.5 12.2 91.7 8.7 
1935 4, 358 100 7 27.9 com 64.0 1.5 
1940 6, 024 100 9 37.8 14.2 40.9 ke g 
1945 7, 698 100 5 29.5 6,9 6 (1) 
1950 10, 606 100 8 62.1 19.1 592. 5 5.6 
1952 10, 353 100 1.0 79.5 26. 2 740.0 7.1 
1 Less than 0.05 percent. 
Sources: United States Statistical Abstract, 1949, Budget documents, and combined statements of the U. S. 


Treasury Department. 


Taste 5.—Budget expenditures, by function, fiscal years 1939 through 1953 

















[Millions] 
Function 1939 1940 1941 1942 1943 1944 1945 1946 
Military services a mare ...|/$1,077 |$1, 500 | $6,387 |$26,859 |$70, 267 $83,766 |$84.570 ($45, 134 
International security and foreign rela- | 
tions ! 20 51 142 634 167 245 677 1, 463 
Finance, commerce, and industry-_-_- 267 222 2178 2123 2 167 18 236 9 
r'ransportation and communication 481 539 479 1,118 3, 565 4, 306 3, 364 | 786 
Natural resources ie ; 245 371 368 | 451 421 333 247 | 25 
Agriculture and agricultural resources 1,199 | 1, 538 1,314 1, 479 593 3 | 1,602 743 
Labor 7 J 70 77 154 210 240 204 174 
Housing and community development 2154 ; 207 302 2193 2199 
Education and generul research 36 47 47 158 85 
Social security, welfare, and health_- 3, 930 1, 887 1, 137 988 994 
Veterans’ services and benefits eet 560 559 606 745 2,096 4, 416 
General government.............-...--- 347 510 816 862 M40 951 
NG ict eee son dieses so. 950 1,272 | 1,825 | 2,623 | 3,662| 4,816 
Total tl . om ‘ 9, 029 35,111 | 79,819 | 95,675 | 98,451 | 59,626 
Adjustment to daily Treasury state | } 
Be idciincdenhddbicbeuddadetoetepwd —63 | —924 —197 —360 | +252 |+1,077 
Total budget expenditures-_-_.. 8,966 | 9,183 | 13,387 | 34,187 | 79,622 | 95,315 | 98,703 | 60,703 
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Taste 5.—Budget expenditures, by functions, fiscal years 1939 through 1958— 








Continued 
[Millions] 
a ees By ity het 
Function 1947 1948 1949 1950 | 1951 1952 | 1953 

M ilitary services at $14, 316 ($10,963 |$11,915 |$12,281 |$20,462 |$39.727 |$44, 466 
International security and foreign relations }..| 6, 541 4,781 6, 459 4,805 | 4,727 | 5,268 | 6,014 
Finance, commerce, and industry - ...--- saad 112 132 27 213 176 | 241 180 
Transportation and communication... ee 546 1, 213 1, 600 1, 703 1,685 | 1,923 1, 972 
Natural resources... ........ ‘i 628 1,113 1, 536 1,624 | 2,051 2,948 | 3,172 
Agriculture and agricultural resources. _- -| 1,243 57 2.512 | 2,783 650 1,045 | 2,881 
Labor __-- eT ae bes 194 183 193 262 228 243 259 
Housing and community development._-.-.__- 348 82 282 262 602 735 560 
Education and general research — 66 65 75 123 115 171 274 
Social security, welfare, and health 1, 263 1, 806 1, 843 2.142 2, 296 2, 491 2. 532 
Veterans’ services and benefits 7, 381 6, 654 6, 726 6, 647 5, 342 4, 863 4, 300 
General government neon 1, 334 1, 366 1,070 1, 164 1, 290 1,411 1, 408 
PGE, Li dncnddadtloncacienbies bau 5.012 | 5,248 | 5,445 | 5,817 | 5.714| 5,934) 6,589 

Total ine q ...--| 38,983 | 34,179 | 39, 39,826 | 45,338 | 67,000 | 74, 607 
Adjustment to daily Treasury statement__- +305 —388 “+ +330 —705 —855 

Total budget expenditures. -.-.......-- 39, 289 | 33,791 | 40,057 | 40,156 44,633 | 66,145 | 74,607 


1 Includes European recovery and mutual security programs. Lend-lease expenditures from 1941 to 1947 
are included in ‘Military Services.” 
2 Deduct excess of repayments and collections over expenditures. 


Nore.—Detail may not add to totals because of rounding. 
Sources: Budget documents and material in files of Bureau of Budget. 


TasLE 6.—Percentage distribution of budget expenditures, by function, fiscal 
years 1939 through 1953 

















Function | 1939 1940 | 1941 ; 1942 | 1943 1944 1945 | 1946 
Military services iui iaelianaiile 12.0 16.3 47.7 78.6 | 88.2 87.9 | 85.7 74.4 
International security and foreign relations 2 .6 1.1 1.9 22 3 7 2.4 
Finance, commerce, and industry a 0 —.2)} —1.3 —.3 —.2 @) | 2 ¢C 
Transportation and communication --.._-.-.-- 5. 4 5.9 3.6 3.3 4.5 4.5 3.4 1.3 
Natural resources ee Pe 2.7 4.0 2.7 1.3 5 3] 2 «4 
Agriculture and agricultural resoure “ 13. 4 16.7 98] 43] a 1.3] 1.6 1.3 
Labor Sivads 8 8 1.3 .6 3 at 2 3 
Housing and community development --| —1.7 .3 9 .6 .4 3 —.2 —.3 
Education and general research 4 6 4 1 1 1 2 1 
Social security, welfare, and health .| 43.8 33. 5 18.9 5.5 1.4 1.0 1.0 1.6 
Veterans’ services and benefits , 6. 2 6.0 4.2 1.6 8 \ 21 7.3 
General government 3.9 4.1 3.1 1.5 1.0 9 9 1.6 
Interest 10. 6 11.5 8.4 3.7 2.3 2.8 3.7 7.9 
Adjustment to daily Treasury statement. -- —.7 —.1 —.7 | —2.7 —.2 —.4 3 1.8 
Total budget expenditures 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 
Function 1947 | 1948 1949 | 1950 | 1951 1952 1953 


Military services ; bh ohh tick tac 30. 6 45.8 | 60.1 59. 6 
International] security and foreign relations -_ - - 12.0 10. 6 80} 81 
Finance, commerce, and industry 2 5 | .4 4 | a 
Transportation and communication--- -- 4.2 3.8 2.9 2.6 
Natural resources ai 4.0 4.6 4.4 13 
Agriculture and agricultural resources. -_-- 6.9 1.5 1.6 3.9 
Labor ; 7 5 .4 8 
Housing and community development 7 1.3 1.1 7 
Education and general research we 3 3 2 4 
Social security, welfare, and health 5.3 5.1 3.8 3.4 
Veterans’ services and benefits ‘ - 16. 6 12.0 7.3 5.8 
General government 2.9 29 2.1 1.9 
Interest ‘ 14.5 12.8 9.0 8.8 
Adjustment to daily Treasury statement | .8 | —1.6 | —1.3 |_- 





Total budget expenditures. --__.....-- 100.0 | 100.0 | 100.0 | 100.0 


1 Less than 0.05 percent. 
Source: Table 5, preceding. 
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TasLe 7.—Summary of trust fund receipts and expenditures, selected fiscal years 
1935-53 


[Millions] 


Trust fund 1935 1940 1945 1950 1952 1953 
Receipts | 
Federal employees’ retirement $63 $154 $557 $807 $917 | $961 
Old-age and survivors insurance 580 1, 434 2, 368 3, 9382 4, 516 
Railroad retirement 123 324 645 847 744 
Unemployment 959 1, 508 1, 280 1, 644 1, 594 
Veterans’ life insurance -- 75 94 2, 225 1, 164 877 | 716 
Other 305 209 | 1,038 383 616 | 401 
Adjustment to daily Treasury statement basis +22 —25 | 
Total receipts 443 2,119 7,086 | 6,669 | 8,807 8, 932 
Expenditures: | 
Federal employees’ retirement 1 69 151 268 300 | 363 
Old-age and survivors insurance 16 267 783 2, 067 2, 750 
Railroad retirement__- 113 141 304 391 | 465 
Unemployment 514 71 2, 013 1,057 | 1,010 
Veterans’ life insurance 75 97 153 3, 101 1, O88 669 
Other 46 54 428 | 348 | 492 | 441 
Deposit funds (net —1, 669 62 —166 | — 529 
Adjustment to daily Treasury statement basis —21 +68 +88 
Total expenditures 122 863 —458 6, 948 5,317 5, 169 
Net accumulation___- 321 1, 256 7, 544 —279 3, 490 3, 763 


NorTe.— Detail may not add to totals because of rounding. 


Sources: 1935 and 1940 from annual reports of the Secretary of the Treasury for 1940 and 1947; 1945 from 
Treasury Bulletin, July 1958; 1950 and 1952 from U. S. Budget for 1952 and 1954; 1953 from Daily Statement of 
U.S. Treasury for June 30, 1953. 


TasLe 8.—Receipts from and payments to the public (excluding borrowing and 
repayment of borrowing), selected years 1930-53 


[Billions] 


1] 





Excess of | Excess of 
Receipts | Payments |receipts from Receipts Payments [receipts from 
Fiscal year | from the to the (+) or pay- Fiscal year from the to the (+) or pay- 
| public public j/ments to (—) public public |ments to (—) 
| | | the public the publie 
a SS Se - i aniadneestilily phate 
1930 $4.0 $3. 1 +$.9 || 1950. ‘ 40.9 | 43. 2 —2.2 
1935 3.8 6.3 —2.4 || 1952 68.0 68.0 (1) 
1940 6.9 9.6 —2.7 1953 71.3 76. 6 —5.3 
1945 50. 2 95. 2 —45.0 


1 Excess of payments of $54 million. 


Sources: U.S. Statistical Abstract, 1952, and Review of the 1954 Budget. 


Chairman Curtis. Mr. Cohn, your statement has been very enlight- 
ening. It proves what we sometimes forget, that the facts when you 
dig into them are not always as they might seem until you have looked 
at them. You have given us some very good material here. I will 
have some questions later on, but at this point I am going to turn to 
the members of the subcommittee for their questions. 

Mr. Counsel, if there are no questions by the members, you may 
proceed with your questions. 

Mr. Curtis of Missouri. Mr. Chairman, I would like to make this 
observation. I wish this statement and this material had been made 
available tous sooner. ‘This is the type of thing we have to study over. 
Would it be possible for us to have that opportunity and may we have 
Mr. Cohn available at some other time? I do not mean to interrupt 
the questions of counsel, but I know that after going over some of 
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these tables, I am sure there are a number of questions I would like to 
ask, but I cannot do that up here, and pay attention to questions that 
are being asked. 

Chairman Curtis. The gentleman’s point is well taken. It has been 
entirely a time factor in the preparation of the statement, and the 
assembling of this material. That has taken a great deal of time, and 
the departments in some instances have had to call on extra help, and 
there has been considerable overtime in some instances on this material. 
There is material still flowing in that has not even been assembled yet. 

You proceed with your questions. 

Mr. Winn. Mr. Cohn, what were the major expenditures of the 
Federal Government by function during the fiscal year 1953? 

Mr. Coun. As table 5 shows, the largest expenditure by function was 
for military services. That includes the military functions of the 
Department of Defense; it includes some smaller ones, such as selective 
service, National Advisory Committee on Aeronautics, and the stock 
piling of strategic materials. 

The second largest in 1953 was interest, which is almost entirely 
interest on the public debt. 

The third is international security and foreign relations. 

The military services function expenditures were $44,466 million 
in 1953. Expenditures for interest were $6,589 million, and expendi- 
tures for international security and foreign relations were $6,014 mil- 
lion. The largest part of that was the mutual-security program. 

Mr. Winn. This item of military service, and the other item having 
to do with mutual security and foreign expenditures—would you term 
them broadly as being in the defense and defense-related categories ? 

Mr. Conn. Yes, sir; I would. We include them in a category we 
call major national security. 

Mr. Winn. You mentioned, I believe, that expenditures for vet- 
erans’ services and benefits ranked fourth during fiscal 1939 in the 
amount of Federal Government expenditures. Does this item in fiscal 
1939 include benefits paid to aged veterans and to survivors of 
veterans ? 

Mr. Coun, I can’t speak with great knowledge for 1939. I know 
that at the present time there are benefits in veterans’ expenditures 
for survivors and for aged veterans. 

Mr. Winn. You do not know what they were in 1939 ? 

Mr. Coun. I am not sure what they were in 1939. 

Mr. Winn. But in 1953 there are. 

Mr. Coun. In 1953, there certainly are. 

Mr. Winn. They could not have been listed in any other place in 
1939, could they, Mr. Cohn? 

Mr. Coun. I do not understand. 

Mr. Winn. On table 5. 

Mr. Coun. You mean the veterans’ benefits ? 

Mr. Winn. Yes. 

Mr. Coun. You mean they could not have been listed in any other 
place but veterans? 

Mr. Winvy. I do not think so, sir. 

Mr. Coun. If they existed in 1939 they are listed in the veterans’ 
category. I am not familiar with the legislation in the veterans’ field 
since 1939. I do not know if these particular benefits existed in 1939 
or not. 
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Mr. Wryn. If they were, that is where they are. 

Mr. Coun. That is where they are; yes, sir. 

Mr. Winn. You testified that expenditures for natural resources in 
fiscal year 1953 ranked fifth. Could you tell us something about the 
king of function included within this natural-resources heading ¢ 

Mr. Coun. Yes, sir. The largest part of that figure for 1953 is the 
atomic-energy program. The next largest is a category we call con- 
servation and development of land and water resources. That includes 
irrigation, reclamation, flood control, flood prevention. It includes 
many of the hydroelectric power projects of the Government. 

Mr. Winn. Will you tell us how much the Federal Government 
spent in 1939 on natural resources ? 

Mr. Conn. According to table 5, the expenditure in 1939 was $245 
million. 

Mr. Winn. What were the expenditures in 1953? 

Mr. Coun. They were $3,172 million. 

Chairman Curtis. At what point did the impact of atomic-energy 
development show up in these figures ? 

Mr. Conn. During the war, sir, when atomic energy was included 
as the Manhattan project in the military as a classified thing, it was 
in the military services function, and we have not been able, or we have 
not thought it desirable to take it out of there for the war years. After 
the war, I think in the hopes of peace and that atomic energy would 
provide a great boon and a great natural resource to the country, it 
was included in the natural-resources category. 

The first figure in natural resources in table 5, which includes atomic 
energy, is the figure for 1947. 

Mr. Wrnn. That is $628 million? 

Mr. Coun. Yes, sir. 

Mr. Winn. Were there any other new activities carried on by the 
Federal Government other than the atomic-energy program which 
were included in this natural-resources figure, Mr. Cohn ? 

Mr. Coun. I think that is the only new one during this period. Con- 
servation of natural resources was an activity of the Government even 
prior to 1939. There has been an expansion in these expenditures for 
natural resources. I think outside of atomic energy the largest in- 
crease that has taken place has been in hydroelectric power and flood 
control, multipurpose projects. 

Mr. Winn. Of course, the atomic-energy program and the money 
spent in the development of atomic energy was not foreseen as a Gov- 
ernment expenditure, say, 20 years ago. 

Mr. Conn. I don’t think so. 

Mr. Winn. Can we now foresee, Mr. Cohn, the kinds and magnitude 
of new governmental activities in the development of natural resources 
for the year 2000, say ? 

Mr. Coun. I personally cannot. I do not know of anybody who 
can. 

Chairman Curtis. Any predictions that we would have made in 
1910 as to what would happen in 1950 might amuse us now if we had 
written them down, is that not true? 

Mr. Conn. I would think so; yes, sir. 

Chairman Curtis. While perhaps there are some factors that would 
lead to guesses that might get on the right trend in certain things, 
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to be realistic we must admit that there probably will be as much un- 
known in the next 40 years as there has been in the last 40. 

Mr. Coun. I would guess so, yes, sir. It is awfully hard to see that 
far ahead. I am sure that most of us could not have foreseen the 
developments that did occur. 

Mr. Winn. Expenditures for natural resources in fiscal year 1953 

‘anked fifth. What were the functions of the Federal Government 
that ranked sixth and seventh in total expenditures in that year, Mr. 
Cohn ? 

Mr. Coun. Sixth was agriculture and agricultural resources, the 
expenditure for which was $2,881 million, and seventh, social security, 
welfare, and health, the expenditures for which were $2,532 million 
in 1953. 

Mr. Winn. What were the major items encompassed within the 
function of social security, welfare, and health in the Federal budget ? 

Mr. Coun. In 1953, the largest one was the public assistance pro- 
gram, the grant-in-aid program to the States. The second largest 
was the appropriation to transfer to the railroad retirement trust fund 
an amount equivalent to the payroll taxes on carriers and their em- 
ployees. The third I believe was the Public Health Service programs. 

Mr. Winn. I take it, then, that the item social security, welfare, 
and health, as listed in the administrative budget of the Government, 
and as shown in table 5, does not include OASI benefit payments / 

Mr. Conn. That is correct, sir. I tried to make that point in my 
statement, that the OAST 

Mr. Winvy. I just want to bring it out again. Where are the OASI 
benefit payments entered in the administrative budget of the Federal 
Government ? 

Mr. Conn. Calling table 5 the administrative budget, the OASI 
benefit payments themselves are not there at all. They are, instead, 
in what we call the trust funds, and they are shown in table 6, I believe. 

Mr. Winn. Table 7 

Mr. Conn. Table 7. 

Mr. Winn. Referring again to table 5, Mr. Cohn, what was the sec 
ond largest function in terms of amount of expenditure by the Fed- 
eral Government in the fiscal year 1953? 

Mr. Conn. The second was interest, $6,589 million. 

Mr. Winn. What was the total size or the net accumulation of 
funds in Federal trust funds during fiscal 1953 ? 

Mr. Coun. During the fiscal year 1953, as shown in table 7, there 
was a net accumulation in the trust funds of $3,763 million. 

Mr. Wrny. Is this amount of money available for immediate dis- 
tribution as benefit payments from these trust funds? 

Mr. Conn. These accumulations in the trust funds are in effect 
a reserve for future payments. The people who are contributing to 
the trust funds, for example, in OASI, many of them are still “far 
from 65, and the payments they are making constitute a reserve 
so that when they reach 65, there will be money available in the 
trust funds to pay them. So from that point of view, they are an 
accumulation to pay potential future benefits, rather than funds 
available for present distribution. 

Mr. Winn. What is the largest single source of receipts into the 
OASI trust fund, Mr. Cohn? 
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Mr. Coun. The largest source of receipts is an appropriation from 
the general fund that is based on the amount of social-security pay- 
roll taxes that come into the general fund. I understand that the 
amount is not precisely the same under the 1950 amendments. The 
payroll taxes and the withholding taxes are lumped together and an 
estimate is made of how much the payroll taxes are, and that is 
deposited into the trust fund. But it is an appropriation from the 
general fund that does go into the trust fund. 

Mr. Winn. Most of the moneys in these days is held in the form 
of United States Government bonds, are they not ? 

Mr. Coun, Yes, sir, they are. 

Mr. Wryn. What percentage of the total amount of interest paid 
out by the Federal Government in fiscal 1953 was paid to the OASI 
trust fund? 

Mr. Conn. I have that here, sir. In 1953 the total interest expen- 
diture of the Government was $6,589 million. Of that amount $387 
million was paid to the OAST trust fund as interest on the securi- 
ties it holds. That figures to just a little less than 6 percent. 

Mr. Wrxn. While you still have those figures in front of you, can 
you tell me what percentage of the total amount of interest paid 
out by the Federal Government in fiscal 1953 was paid to the total 
of all the Government trust funds, including veterans ? 

Mr. Conn. Yes. The total of interest “paid to all trust funds in 
1953—and this includes OAST, the Federal employees retirement, rail- 
road retirement, the unemployment trust fund, and the veterans life 
insurance funds—was $1,094 million, and that figures to about 1614 
percent of the total expenditures for interest. 

Mr. Winn. Do interest payments on Government bonds made to 
these trust funds have to be made by the payment of cash? 

Mr. Conn. They are charges on the budget. They are either paid 
in cash or paid by a public debt security which would increase in 
public debt. In effect it is cash. I do not know just how the Treasury 
handles the transaction, but since it is a charge on the budget, it has 
to be paid in cash or in a new debt security. 

Mr. Wry. And in the past it has been paid in the form of cash? 

Mr. Conn. It might have been paid in cash. Eventually it becomes 
more bonds that the trust fund holds. The accumulation of the trust 
funds, and the investment of that accumulation in United States 
securities will encompass both the interest receipts as well as the other 
receipts. 

Mr. Wixyn. Mr. Cohn, if the Federal Government were operating 
without an administrative budget deficit, how would interest payments 
to the trust funds have to be made? 

Mr. Conn. If we were operating on a balanced budget, the interest 
payments to the trust funds would be paid out of taxes. We can only 
pay our expenditures out of taxes or borrowing. If we had a balanced 
uudget, by definition we would be paying our way by taxes, and the 
taxes would have to include this $1,094,000,000 to pay the interest to the 
trust funds. 

Mr. Wixyn. Mr. Cohn, I note that in fiscal 1939 military services ac- 
counted for only 12 percent of the total Federal Gov ernment expendi- 
tures, while in fiscal year 1953, military services accounted for nearly 
60 percent of total Government expenditures. How far ahead is it 





ANALYSIS OF THE SOCIAL SECURITY SYSTEM 201 


possible to estimate with reasonable accuracy the amount of military 
expenditures by the Federal Government 

Mr, Coun. I cannot really give an expert answer to that question. I 
know in the Bureau of the Budget, based on certain policy decisions 
that are made in the National Security Council and the Defense De- 
partment, we estimate these expenditures somewhat ahead, but we have 
to know something about the armed strength and the structure of the 
Armed Forces. Of course, international tensions certainly affect the 
armed strength and the structure of the Armed Forces, and their dis- 
position around the world. To estimate the dollars involved we have 
therefore to make some assumptions about international tensions, their 
effect on strength and structure, and also about prices as well as other 
variables. There are an awful lot of variables in it, even in such small 
items as payments to the reserves. The number of reserves that show 
up for drill can vary considerably, and the expenditures fluctuate on 
that account. That is small, but there are large fluctuations. I think 
the Korean situation is an example. Certainly before Korea our 
budget never included anything like the amounts for military that it 
included after Korea. We have to make some estimates, and we do, 
but then as events unfold, the actual figures can change quite a bit, and 
they have in the past. 

Chairman Curtis. I do not say the basic policy has been changed, 
but at least there have been major military decisions made, say, since 
the ending of the war that have affected greatly the amount of military 
expenditures. 

Mr. Coun. Yes, sir, they have. 

Chairman Curtis. In fact, I recall a statement of the Chief of Staff 
made a number of years ago speaking of a $15 billion level, and then 
some months later further decisions were made, and that was entirely 
an obsolete figure. 

Mr. Conn. That is correct, sir. That was a target figure at one 
time, and very shortly after that, Korea happened, and that was just 
forgotten. 

Chairman Curtis. It changed, did it not, even before Korea? 

Mr. Conn. I am not sure on the sequence of time. I think the $15 
billion figure was changed somewhat before Korea, but I do not recall 
it fully. 

Mr. Winn. Then these estimates that you have been referring to are 
determinations that are based on assumptions, and they are not pre- 
dictions as to the actual amount of future military expenditures, for 
instance; is that not so? 

Mr. Conn. Yes, sir, that is correct. Particularly in the budget, 
since the budget is a plan for a period ahead, we have to make esti- 
mates. We do make these estimates on the basis of assumptions. We 
have to make some assumption with respect to international tensions. 
We do not make that ourselves, but based on intelligence reports the 
National Security Council makes that. We have to make assumptions 
with respect to the strength of the Army, the number of men in the 
Armed Forces, the kinds of equipment they will have. We have to 

make assumptions on prices. Based on all those assumptions, we 

make estimates. I think our experience in the past has shown that 
we can be off quite a bit on a number of items in those estimates. 
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Mr. Winn. During the fiscal year 1939, Mr. Cohn, total Government 
expenditures approximated, according to table 5, $9 billion. During 
fiscal 1953 they were nearly $75 billion. Would you say that the great 
increase in total Government expenditures primarily reflects the great 
increase in defense and defense-connected expenditures ¢ 

Mr. Coun. I think that is the largest single factor, yes, sir. 

Mr. Winn. Expenditures by the Federal Government on social 
security, welfare and health, have been somewhat variable over the 
fiscal years 1939 through 1953. During what year were expenditures 
for these functions at their lowest point? 

Mr. Coun. At their lowest, did you say? 

Mr. Winn. Yes. 

Mr. Coun. In the fiscal year 1944 they were $951 million. That is 
lower, I believe, than any other figure for the period 1939-53. 

Mr. Winn. The figure at that time you say was how much? 

Mr. Coun. $951 million. 

Mr. Winn. How do the expenditures during 1944 for social se- 
curity, welfare and health—let me recall here that OASI benefit pay- 
ments are not reflected in this category in the budget—compare with 
the expenditures for these items during 1939? 

Mr. Coun. There was a sharp change that took place in the world 
and in our own economy in those 6 years. In 1939 most of the $3,- 
930,000,000 expenditure was for work relief. By 1944 that had about 
disappeared entirely. The largest figure in 1944 was for public 
assistance. That still was low compared to some of the earlier and 
some of the later years, because times were good, people were working, 
and the benefit rates at that time for public : assistance were lower than 
they have been since. 

Mr. Winn. How does that year 1944 compare, for instance, with 
1953, in the social security, welfare and health function? 

Mr. Conn. In 1953 the expenditure was $2,532,000,000 compared to 
$951 million for 1944. The increases there have been, first, in public 
assistance, as there are more people now receiving public assistance 
than in 1944, and the benefit rates are higher. 

Second, there has been an increase in the railroad retirement trans- 
fer, the transfer of taxes to the railroad retirement fund, as more rail- 
road workers and employers contribute to the fund, and as wages 
increased, in 1953, as compared with 1944. 

There also has been an increase since 1944 in the Public Health 
Service. Those three, I think, account for the increase since 1944, or 
account for most of it. 

Mr. Winn. Mr. Cohn, can you tell me the percentage of total Gov- 
ernment expenditures represented by this social security, welfare and 
health factor in 1939? 

Mr. Coun. Yes, sir. That ison table 6. In 1939 those expenditures 
were 43.8 percent of the total budget expenditures. 

Mr. Winn. That is in 1939? 

Mr. Coun. In 1939; yes, sir. 

Mr. Winn. Will you also tell me what the same percentage was for 
the vear 1944? 

Mr. Conn. In 1944 it was about 1 percent. 

Mr. Winn. In other words, it dropped from 43.8 percent in 1939 to 
1 percent in 1944? 
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Mr. Conn. Yes, sir. 

Mr. Winn. Now, also give me that same percentage figure, if you 
will, for 1953. 

Mr. Coun. 3.4 percent. 

Mr. Winn. What assumptions must you or the Budget Bureau make 
in order to forecast Federal Government expenditures for such an 
item as social security, welfare and health for 5 years hence? 

Mr. Conn. We break such an estimate into two parts. First, on the 
basis of present legislation, and, second, some guess as to what new 
legislation might be enacted. The second is very often just a wild 
guess. Our experience in the past has been that in projecting ahead, 
we do not foresee most new legislation that affects expenditures. On 
the first, under existing legislation, we would have first to make some 
very definite economic assumptions. These would include assump- 
tions as to prices, assumptions as to employment and unemployment, 
with respect to determining the number of needy aged, blind, and 
dependent children, for example, who would qualify for public assist- 

ance. On the basis of those economic assumptions, we would also 
have to make some guess as to railroad employment and wages, so we 
could estimate the appropriation to the railroad retirement trust fund. 
We would also have to make some guesses as to the number of patients 
reated by the Public Health Service. Those are some of the major 
ones. There are probably many more. We would try to make some 
judgments which we thought were reasonable, some assumptions with 
respect to all these things, and then after these assumptions are made, 
it is a matter of arithmetic to get your total expenditure. 

For example, the caseload and the average benefit payment multi- 
lied together would give us the expenditures for public assistance, 
ut we would have to make some assumptions for those. We can be a 
good bit off 5 or 10 years ahead. 

Mr. Winn. That is all I have. 

Chairman Curtis. Mr. Cohn, if you will take the tables that you 
prepared, I want to go through those numerically to make sure that 
we can get all the information out of these that is there. 

In table 1, showing the total budget expenditures and expenditures 
per capita from 1900 to 1953, we observe a marked increase both in 
total and per capita. If I understood your statement correctly, there 
are several factors in there. One, of course, is the expansion of the 
Federal Government into new fields. 

Mr. Conn. That is right, sir. 

Chairman Curtis. Others might be termed war effects. 

Mr. Conn. Yes, sir. 

Chairman Curtis. But in addition to that, the factor of the in- 
creased prices is one of the factors that you pointed out. 

Mr. Conn. Yes, sir. 

Chairman Curtis. Things that the Government buys, whether they 
be trucks or shoes for the military, or what not, that factor is in 
there ? 

Mr. Conn. Yes, sir. 

Chairman Curtts. Also the average level of wages has made a dif- 
ference, has it not? 

Mr. Conn. Yes, sir. 

Chairman Curtis. Because as the Federal Government goes into a 
new function, it expands the base of Federal expenditures. 
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Mr. Coun. That is right, sir. 

Chairman Curtis. Another factor in there has been the constant 
increase in the interest load; is it not? 

Mr. Conn. Yes, sir. Interest expenditures have risen considerably 
during this period. 

Chairman Curtis. Now let us turn to table 2 and take a look at that. 
This is by major function. I notice you have selected fiscal years 5 
years apart from 1915 to 1950, and the last 2 years, 1952 and 1953. 

‘ou have listed military services, international security and foreign 
relations, interest, veterans’ services and benefits, and all others. 
There again these same factors—wages and price levels—show up in 
each one of those individual classifications; is that not true? 

Mr. Conn. That is true, sir, as well as the new activities which you 
mentioned before and the expansion of existing activities. 

Chairman Curtis. Table 3 deals with the same classifications, but 
on a percentage basis; does it not? 

Mr. Conn. That is correct, sir. 

Chairman Curtis. It is entirely possible that a certain activity 
might be receiving a much smaller percent of the total expenditures 
now than it: did at some point in the past, but that change is due 
entirely to the emergence of some very large other programs; is that 
right ? 

Mr. Conn. That is right, sir. That is what happened in some 
cases. 

Chairman Curtis. Yes. In other words, military, and things con- 
nected with military, and foreign relations, have made other items 
appear a smaller percent of the total; is that not true? 

Mr. Coun. That is right, sir. 

Chairman Curtis. But at the same time some of those other items 
could have been expanding at the time their percentage rate went 
down; is that right? 

Mr. Coun. That is right, sir. I tried to point some of that out in 
my statement by showing that the dollar expenditure for some of 
these functions had increased tremendously since 1900, and yet they 
were a smaller percentage of the total now than they were then. 

Chairman Curtis. We perhaps would get into a great deal of fiscal 
trouble if we passed everything off that | might seem desirable to us 
as Members of Congress by saying it is only such and such a percent- 
age of the total budget. Is that not true? 

Mr. Conn. We in the Bureau of the Budget have to look at every 
dollar, sir. We cannot just say something is small and ought to re- 
ceive more or less consideration because it is small. 

Chairman Curtis. Now I want to look at table 4. This table you 
have labeled expenditures for Indians and postal deficiencies. Was 
there any particular reason for that classification ? 

Mr. Coun. No, sir. I just wanted to show that in this “all other” 
group in tables 2 and 3, here were two items, Indians and postal defi- 
ciencies, for which we spent money in 1915, and in 1953, and in the 
years intervening, and that we could watch their movement through- 
out that period of years. I had the statistics for the two items, and 
that was the only reason that we ran this table. It was to show the 
trends of these items which have stayed in the budget in the “all 
other” category during all this period, both the dollar expenditures 
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for the two items and the percentage they bear to the total have fluc- 
tuated considerably over these years. 

Chairman Curtis. Let me see if I understand that. Look at the 
postal deficiency. The amount in dollars in the next to the last col- 
umn, of course, is easily understood. In 1915 the postal deficit was 
$6.6 million. The percent was 2.7. That is percent of what? 

Mr. Coun. Of total budget expenditures, the first column in the 
table. 

Chairman Curtis. Of all the expenditures of the whole Govern- 
ment. 

Mr. Conn. That is right, sir. 

Chairman Curtis. In other words, back in 1915 they were oper- 
ating the post office at a loss, and that loss amounted to almost 3 
percent of the total budget. 

Mr. Coun. That is right, sir. 

Chairman Curtis. And in 1952, we were still operating at a loss, 
and that loss was 7 percent. 

Mr. Conn. I am sorry, sir. I have to correct myself. The ha 
centage is taken as a percentage of the “all other,” not of the total. 

Chairman Curtis. Of the “all others,” and the “all other” relates 
back to table 3. 

Mr. Coun. Tables 2 and 3. It is the total. 

Chairman Curtis. At this point in the record, it is “all others” 
but what? 

Mr. Conn. It is all except military services, international security, 
interest, and veterans’ services and benefits. The expenditures for 
all programs other than those four. ; 

Chairman Curtis. So these percentages in the last column, it might 
be said, reflect the trend in postal deficiency separate and apart from 
many of the expenditures that are brought on by war, is that not true? 

Mr. Coun. That is right, sir. 

Chairman Curtis. In reference to the Indians, according to this 
table, in 1915 we were spending $22 million for Indians, and by 1952, 
$105 million. What did you say was the rise in wholesale prices dur- 
ing that time? 

Mr. Coun. Wholesale prices have about tripled in this period, 
roughly. 

Chairman Curtis. Then wages have gone up considerably. 

Mr. Conn. Yes, sir. 

Chairman Curtis. That table might show, I do not know, that In- 
dian services have not been expanded to speak of, when you take into 
account factors creating more cost. 

Mr. Coun. It might. It would require some analysis behind these 
figures. 

Chairman Curtis. It would require considerable detailed analysis. 
Those percentages there are the percentages of everything except mili- 
tary, veterans, and international. 

Mr. Conn. And interest ; yes, sir. 

Chairman Curtis. Now let us look at table 5. It has already been 
referred to. I want to ask you first, this classification by functions 
which reads “Military services, international security and foreign rela- 
tions, finance, commerce and industry, transportation and communi- 
cations, natural resources” and so on—when was that particular classi- 
fication and breakdown adopted ? 
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Mr. Coun, I am not sure precisely. I think the present functional 
classification was introduced in the 1948 budget which was transmitted 
to the Congress in January of 1947. I think that was the first one 
that contained that breakdow n. 

Chairman Curtis. So you have taken the current method and ap- 
plied it to the figures prior to that date ? 

Mr. Coun. That is right, sir. 

Chairman Curtis. Was the previous classification such that you 
could do that with a reasonable degree of accuracy ¢ 

Mr. Coun. I think the magnitudes and the changes generally are 
correct. We went back to 1939. We went into the files in great detail 
and attempted to classify item by item the activities of all the agencies 
and every appropriation en: vcted by the Congress. Those figures I 
think are very good. The figures prior to that time we have only for 
the four large functions that I showed in the preceding tables, namely, 
military, international, interest, and veterans, because we felt that 
prior to 1939 the figures were not good enough to make the kind of 
detailed classification of the “all other” without more work than we 
could afford to put into it. 

Chairman Curris. Under title II of the Social Security Act, both 
the taxes coming in and the money paid out, neither is revealed in 
table 5. 

Mr. Coun. That is right, sir. 

Chairman Curtis. But table 5 does reveal, or does carry an item 
that includes transactions for railroad retirement? 

Mr. Coun. That is right, sir. 

Chairman Curtis. Why the distinction? 

Mr. Coun. I am afraid I cannot speak to that, sir. That is the wa 
it was done when I came to the Bureau. We have discussed the dif. 
ferences in the Bureau. I have never heard a satisfactory explana- 
tion as to why one is handled one way and one the other. The best 
explanation I heard was that it might be a legal requirement, but I 
have not checked that with counsel. They are similar kinds of trans- 
actions; yet one is shown as a budget expenditure and the other is not. 
I do not know the reason for it. 

Chairman Curtis. There might be a reason, but I just wondered 
if the reason did not apply to both. 

Mr. Coun. I could not say, sir. 

Chairman Curtis. I think the important thing about budget mak- 
ing and the classification is that it can be understood by the commit- 
tees of Congress, by the Congress generally, and by the people gen- 
erally. We have a lot of what might be termed “parallel terms,” 
and yet they are quite different in meaning. An expenditure is so 
different from an appropriation, a tax lis ibility is so different from 
a tax receipt, a fiscal year is different from a calendar year, as well 
as the delayed reaction between an appropriation and an expenditure, 
and between the levying of taxes and the tax receipt, that it leaves 
almost anyone in a muddle to find out what is going on in the 
Government. 

Mr. Coun. It is, indeed, confusing. 

Chairman Curtis. I do not mean that as a criticism of the Bureau 
of the Budget, but I have felt for a long time that it might help to 
bring about a balanced budget if we could understand it a little bit 
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better. We levy taxes on a calendar-year basis. We appropriate 
money on a fiscal-year basis. If you pick out any given period and 
ask, “How do you stand,” there are lot of “ifs” to be determined. 

Now, table 6. That does the same thing as table 5, only percentage- 
wise; is that true? 

Mr. Coun. That is correct, sir. 

Chairman Curtis. There again, title II of the Social Security Act, 
OASI, does not show up. 

Mr. Coun. That is right, sir. 

Chairman Curtis. But railroad retirement does. 

Mr. Conn. That is correct, sir. 

Chairman Curtis. Both involve a tax collection, do they not? 

Mr. Conn. Yes, sir. 

Chairman Curtis. Both involve the payment to a special fund 
of the amount of those taxes, do they not ¢ 

Mr. Coun. Yes, sir; to a trust fund. 

Chairman Curtis. Both involve paying benefits from the trust 
fund, not direct from the Treasury; is that not right ? 

Mr. Coun. That is correct, sir. To clear the record, I would just 
like to mention the way we treat them. 

Chairman Curtis. Yes. 

Mr. Conn. I have already indicated that the railroad-retirement 
appropriation is in here. The OASI appropriation and the expendi- 
tures therefrom are not. In the bookkeeping what happens is that 
at the time an entry is made for the receipt of OAST taxes, a counter 
entry is immediately made deducting that amount from receipts. So 
the amounts are shown as credits and charges at the same time on the 
revenue side of the budget for OASI. 

In the railroad retirement, on the other hand, we show the receipt 
as a budget receipt, and it is in our total revenues. Then we show 
the expenditure on the expenditure side of the budget. 

Chairman Curtis. You have not checked as to legal requirements 
for that distinction ¢ 

Mr. Coun. No, sir; I have not. 

Chairman Curtis. In reference to the payment of interest about 
$1.9 billion of the interest paid is paid by the Government to Govern- 
ment trust funds, is it not? 

Mr. Conn. It is $1.1 billion, °1,094 million. 

Chairman Curtis. If that is paid in cash to the OAST trust fund, 
it might come in at a time when that cash would actually be used to 


pay benefits and it might come in at a time when the trustees would 
be investing it. 


Mr. Coun. Yes, sir. 

Chairman Curtis. And, of course, the investment is in Government 
bonds. 

Mr. Conn. That is right, sir. 

Chairman Curtis. So the practical effect of it at times would be to 
add to the total amount of the bonds in the trust fund. 

Mr. Coun. That is right, sir. 

Chairman Curtis. When the transaction is finally completed. 

Mr. Conn. Yes. 

Chairman Curtis. Now, let us take a look at _ 7. Thisisa 
breakdown of trust funds, and the first one is Federal employees 
retirement. That is what we refer to as civil-service retirement. 
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Mr. Coun. The largest part of it is civil service. One small part, 
foreign service, is in there. 

Chairman Curtis. Now, where do those receipts for Federal em- 
ployee retirement come from ? 

Mr. Coun. The receipts of that fund consist first of deductions 
from employees’ salaries. It consists also of interest on investments 
that the fund holds, and on a Government contribution from the 
general fund, which is looked on as the employer’s share. 

Chairman Curtis. And how does that compare with the amount of 
the deductions from the paycheck, the total? Is it an equal amount? 

Mr. Coun. Well, it has varied over the years, sir. There is an un- 
funded liability at the present time, and for the fiscal year 1954, as 
I recall, the Congress did not enact an appropriation for the Govern- 
ment’s share at all. It has varied over the years. 

Chairman Curtis. Now, let us take a given year, say, fiscal 1952: 
Which was the greater, the Government’s contribution, in the role 
as employer, or the Government employees’ contribution that is taken 
from the checks? 

Mr. Coun. I can check that right here, sir. 

Chairman Curtis. All right. 

Mr. Coun. In the fiscal year 1952, the deductions from employees’ 
salaries amounted to about $418 million. The transfer from the gen- 
eral fund, the Government’s share, that is, amounted to $310 million. 

Chairman Curtis. Glacing at the figures you have there for the last 
4 or 5 complete years, has the employees’ contribution always exceeded 
the employers’? 

Mr. Coun. I just have it here for 1952, sir. I could find out. 

Chairman Curtis. That is outside the direct purview of this sub- 
committee, but we do have this question of overlapping and the ques- 
tion of whether title II shall cover Government employees. And we 
may call on you for some information in regard to that. 

Now, the old age and survivors insurance fund—there, again, that 
is taxes from both employer and employee, plus interest. 

Mr. Coun. Yes, sir. 

Chairman Curtis. Railroad Retirement, the same. There is no 
direct Government contribution to Railroad Retirement, is there ? 

Mr. Conn. The transfer to the trust fund is a Government expen- 
diture. It is in the same amount as the tax receipt. In addition, 
there is some Government contribution for military credits. 

Chairman Curtis. But I am speaking in terms of where the money 
originates and where it ends up. In all of this it ends up in the 
trust fund, and it comes either from employees or the employer or 
interest. Is that right? 

Mr. Coun. That is right, sir. 

Chairman Curtis. In the veterans life insurance we have a different 
situation. Is that not true? We will not go into that right now. 

Now, what are the other trust funds under the receipts? 

Mr. Conn. There are a large number of trust funds which are 
relatively small compared to the social-security funds we have been 
discussing and the veterans’ funds. 

Chairman Curtis. Do those things include, say, the National Gallery 
of Art? 

Mr. Conn. Yes, sir; endowments and gifts to the Gallery of Art, 
the Smithsonian Institution. There are various suspense funds. For 
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example, in veterans’ hospitals, any cash that a patient wants to de- 
posit is put into the trust fund until he leaves and held there for him. 
There is also the military deposit fund which comes in here, too, as 
a trust fund. 

Chairman Curtis. Under the expenditures, under the second item, 
old-age and survivors insurance, title II of the Social Security Act, 
that is $2.7 million in fiscal 1953. 

Mr. Conn. Yes, sir. 

Chairman Curtis. That means the amount of benefits paid. 

Mr. Conn. That is benefits; yes, sir. 

Chairman Curtis. Does that mean administration, too? 

Mr. Conn. Pardon ? 

Chairman Curtis. Does that include any administration ? 

Mr. Conn. I think it does. 

Yes, sir; there is an administrative expense. There is a payment 
from that fund to reimburse the Treasury for the cost of collecting 
taxes, and there is other administrative expense in there. 

Chi: — in Curtis. ‘ng maintaining work records? 

Mr. Conn. Yes, si 

Chairman Curtis. “And the Baltimore office, and field offices, and 
so on? 

Mr. Conn. That is right. I could get the amount of that. 

Chairman Curtis. You do not need to supply the amounts, neces- 
sarily. 

Mr. Conn. Well, I have it here for 1952, sir. The administrative 
expenses in 1952 were almost $61 million. In addition to that, there 
was between $23 million and $24 million as a reimbursement to Treas- 
ury and the general fund for administrative expenses. The benefit 
payments themselves were $1,983,000,000 in 1952, out of a total ex- 
penditure of $2,067,000,000. 

Chairman Curtis. Now, in your tables and in your breakdown, you 
have included OASI taxes and OASI capers as from the trust 
fund. Is it the view of the Bureau of the Budget that they are part 
of the tax burden on the country, and that the payment of the benefits 
is part of the expenditures of Government ? 

Mr. Conn. Well, we have many classifications, and one that we like 
to look at is the one that is shown in table 8 

Chairman Curtis. Table 8? 

Mr. Conn. Yes, sir. 

Chairman Curtis. All right. We will go to table 8 now, and you 
may proceed with that table. 

Mr. Coun. This, in effect, shows the transactions of the public 
with the Treasurer of the United States. And certainly in any analysis 
we do of fiscal problems, we bear in mind the total impact as well as 
the budgetary impact. 

Chairman Curtis. Now, payments to the public: Will you define 
just a little more what you mean by “public” 

Mr. Coun. We define the public as meaning individuals, businesses, 
State and local governments, foreign governments, and internation: il 
organizations. 

Chairman Curtis. Payments to trust funds would not be to the 
public, then ? 

Mr. Coun. Payments that the general fund makes to a trust fund 
would not be to the public. 
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Chairman Curtis. Oh, in other words payments to the public are 
everything except payments to a trust fund ? 

Mr. Coun. Or other special bookkeeping transactions of the Gov- 
ernment. Another one, a good example, would be the accrued interest 
on savings bonds. Now, on series E savings bonds, for example, inter- 
est accrues and is charged off as a budget expenditure. 

Chairman Curtis. Each year? 

Mr. Coun. Every 6 months, I believe. 

Chairman Curtis. I see. 

Mr. Conn. But the public does not get that money until they redeem 
the bonds. That is when we call it a payment to the public. 

Chairman Curtis. Which one? When the bond is redeemed? 

Mr. Coun. When the bond is redeemed we call the interest payment 
a payment to the public. But the budget calls the accrual of that 
interest an expenditure. In effect it is an increase in the public debt 
when the interest accrues. 

Chairman Curtis. And on this table 8, by public, payments and 
receipts, you refer to everything except trust funds? 

Mr. Conn. Well, by “public,” we are referring to everything except 
the Federal Government. The payments made to the public are pay- 
ments that the Federal Government makes to others; not payments 
that it makes within its own accounts. 

Chairman Curtis. That is all for now. 

Mr. Mills? 

Mr. Mitts. Mr. Cohn, I would like to direct your attention to table 
7 for just a few questions, please, sir. 

With particular reference to the old-age and survivors insurance 
program, as pointed out a moment ago, the receipts in 1953 are esti- 
mated to be $4,516 million. 

Mr. Coun. That was the actual figure as reported on the daily 
Treasury statement. 

Mr. Mitxs. That is the actual figure for the fiscal year 1953 and not 
an estimate as to the calendar year? 

Mr. Coun. Yes, sir. 

Mr. Mitxis. And the actual figure, then, for disbursements from the 
fund, including benefits, expenditures, and so on, of operating the 
program, in 1953 fiscal year, is $2,750 million ? 

Mr. Coun. Yes, sir. 

Mr. Mitus. That is approximately the same net increase in the fund, 
as occurred in 1952, is it not? 

Mr. Conn. Within a hundred million dollars or so; yes, sir. 

Mr. Mitts. Within a hundred million dollars ? 

Mr. Coun. Yes, sir. 

Mr. Mitts. Is it more, or less, than the difference in 1950? 

Mr. Conn. Well, in 1950, the difference was about $1,600 million, 
and the difference was greater than that in 1952 and 1953. 

Mr. Mitts. Do you have before you there an exact amount that is 
presently in the fund? 

Mr. Conn. No, sir, I don’t. I have a recollection, based on a state- 
ment in the President’s tax message last May. I think the figure at 
that time was about $18 billion. ; 

Mr. Mitis. Last May ? 

Mr. Coun. Yes, sir. 
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Mr. Mirts. Mr. Chairman, I would like for Mr. Cohn, if he has it, 
in the Bureau of the Budget, to submit at this point in the record the 
figure on the amount in the trust fund for the OASI. 

“Chairman Curtis. Without objection, it is so ordered. 

Mr. Miuus. If you will, insert the amount which is in these trust 
funds, which you mentioned here in table 7, including the unemploy- 
ment fund and so on. 

Mr. Conn. Yes,sir. I can supply that information. 

(The information referred to is as follows :) 


Investments of major trust funds in United States securities as of June 80, 1953 


Millions 
Federal employees retirement ..__._..__--_--________ sates ap Baiada $5, 602 
Old-age and survivors insurance a ee 
Railroad retirement____- ee ah oh tatecte idisbot cite es cecal hare eee ca 3, 143 
URI ees aa a ea eae Be ae 9, 236 
Voterarn ils  ISMATOROGk. 2 a Gidea doce scccs itp ei ad abi. eee 


Source: Data are preliminary estimates compiled from accounts of U. 8S. Treasury. 

Chairman Curtis. Mr. Baker? 

Mr. Baxer. I would like to ask a question or two about table 7, 
again. Is there any money, any cash in the bank, in either one of 
these funds, Mr. Cohn? 

Mr. Conn. There is a small balance that is carried in cash with the 
Treasurer of the United States. Most of the money that the funds 
have, however, is in the form of United States securities. It is not 
cash in the general meaning of the word. It is United States se- 
curities. 

Mr. Baker. Your recollection was that as of May 1953, there was ap- 
proximately $18 billion in the OASI fund ? 

Mr. Coun. Yes, sir. 

Mr. Baxer. And then you might say all or practically all of that 
was in Government bonds. 

Mr. Conn. In Government bonds; yes, sir. 

Mr. Baker. Do they physically transfer these bonds, make them 
payable to the fund, or what is the mechanics of it ? 

Mr. Conn. I believe the Secretary of the Treasury is in a dual role 
here. He is not only the chief fiscal officer for the United States but 
he is also the trustee or the manager of the moneys in the trust fund. 

Mr. Baxer. I was talking awhile ago about the distinction be- 
tween your accounting methods on railroad retirement and, shall we 
say, in the broad term “social security.” Of course, fundamentally 
there is no public money in railroad retirement; is there? 

Mr. Coun. That is right, sir. 

Mr. Baxer. There is no money collected by the United States ex- 
cept as, you might say, the agent for the railroad employees, and as 
agent for the carriers. Is that right? 

Mr. Coun. That is right, sir. Of course, there is the interest ex- 
penditure, which is paid to all lenders, and there also was the Govern- 
ment expenditure for wage credits given for military service. 

Mr. Baxer. And this railroad retirement money that is collected 
from the employees and the employer, insofar as the United States is 
concerned, is handled just the same as social security ? 

Mr. Conn. The same as what, sir? 

Mr. Baker. Is handled just the same as social security, OASI. 
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Mr. Conn. The bookkeeping is different. In effect, I think it is the 
same kind of a transaction. 

Mr. Baxer. In other words, when the United States collects this 
money, as agent of the employer and the employee in equal amounts, 
that money simply goes into the Treasury ? 

Mr. Coun. Yes, sir. 

Mr. = \KER. And then someone acting as a trustee or agent immedi- 
ately, or more or less immediate ly; if there is such a term, converts that 
mone . into Government bonds 

Ir. Conn. Into bonds or sed current expenditures for benefits. 
Money is given on the books to the credit of the trust fund, and then 
what is necessary to pay current benefits is used for current benefits, 
and the remainder is invested in United States securities. 

Mr. Baker. Has that gone on in that same way both as to railroad 
retirement and social security and Federal employees retirement and 
all the trust funds from the beginning? Or is that fairly recent ? 

Mr. Coun. It is not fairly recent. I couldn’t say if it happened that 
way from the beginning. I have tried to look at the early accounts, 
and I get a little mixed up. I don’t quite know what they were doing. 
But in starting in the very late thirties, it has been that way. But back 
in 1936 and 1937, 1am not quite sure of just how they did handle it. 

Mr. Baxer. We can consider 1936 as more or less the beginning of 
social security, though ? 

Mr. Conn. Yes. 

Mr. Baxer. Do you remember offhand the beginning of railroad re- 
tirement ? 

Mr. Conn. Well, I think the railroad retirement transfer was 
handled as both a receipt and an expenditure all the way back. 

Mr. Baxer. When did it start? 

Mr. Coun. Oh, Iam sorry, sir. I think it started before the OASI, 
but I don’t remember the precise year. 

Mr. Baxer. It is plain, again, and I am going to be very brief, the 
difference in bookkeeping. Because apparently there is no difference, 
no fundamental difference, in the money—handling, between railroad 
retirement and OASI? 

Mr. Coun. Yes, sir. In railroad retirement the employment taxes 
come into the Treasury and are recorded as receipts, as revenues. 
Shortly thereafter an amount equivalent to the taxes is appropriated 
to the railroad retirement trust fund, and that shows up as a budget 
expenditure. So we have this same amount in budget receipts and in 
budget expenditures, and then in trust fund receipts. On the budget, 
the deficit is unchanged, because it is the same amount on the receipts 
and on the expenditures side. 

Now, for OASI, the money comes in as receipts, the same way, 
but instead of being taken out as expenditures, it is deducted from 
the total before reaching what we call budget receipts. So that it 
never shows up in budget expenditures. It shows up as lower re- 
ceipts. It comes in and comes out on the receipts side, and then 
shows up as a trust-fund receipt. 

Mr. Baxer. This next question means just what it says: that is, 
that neither of these deficits, throughout the years of an unbalanced 
budget, whether it be 5.3 for fiscal 1953, or what-not—those deficits 
have no relation to these trust funds. 
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Mr. Cohn, of course, I know as long as we have a deficit, whether 
it be $5 billion or $14 billion, the Government will have to continue 
converting the receipts from trust funds into Government bonds. 
That is right. I know that as a practical proposition. What I am 
getting at, and it may be too elementary to even ask: Is there any- 
thing in the operation of these trust funds, payment of benefits, or 
what not, that affects the budget deficit either plus or minus? Ap- 
yarently, according to table 7, there has never been a time when there 
bas been any more paid out than there has been received. So ap- 
parently the answer would beelementary. Is that right ? 

Mr. Coun. There was one year, I believe, when there was more 
paid out than received. That was when the veterans’ life insurance 
fund paid a large dividend. But on the social-security funds, I think 
they have been taking in more than they have been paying out since 
their inception. And as far as their effect on the budget itself is 
concerned, the receipts of the fund from employment taxes do not 
affect the budget deficit at all, in that the transfer is made in an 
amount equivalent to the revenue. The interest that they obtain is 
a budget expenditure, as all Government interest is. 

Mr. Baker. It does not make any difference whether the trust fund 
owns the bonds? 

Mr. Coun. Or someone else did. 

Mr. Baker. As far as a balanced or unbalanced budget is concerned. 
Yes. 

Now, one other question. Of course, your budgets are all based on 
a 11% percent tax for social security by the employer and 11% per- 
cent by the employee. Is there anything in fiscal 1954, leaving out 
of the question 1955, indicating any difference in reflection from this 
1953, that would project into the next year to indicate that there 
would be more expenditures than receipts, based on the 114 percent 
tax? 

Mr. Conn. Well, our projections of expenditures for 1954, as of 
last August, was $3,169,000,000, compared with the $2,750,000,000 
shown here for 1953. 

Mr. Baker. Leaving approximately $400 million plus? 

Mr. Conn. Yes, sir. 

Mr. Baker. Of course, you are not prepared to say what fiscal 
1955 would reflect ? 

Mr. Conn, No, sir. 

Mr. Baker. That is all. 

Chairman Curtis. Mr. Curtis of Missouri? 

Mr. Curtis of Missouri. Yes. First, I want to get clear in my own 
mind, on administration costs. Are they reflected in these expendi- 
tures, or is that just the benefit payments ? 

Mr. Conn. On the OASI trust fund, sir? 

Mr. Curtis of Missouri. Yes. 

Mr. Conn. The administrative expenses are in there for the OASI 
operation. 

Mr. Curtis of Missouri. And how do we handle those? The amount 
to be expended for administrative expenses is appropriated by the 
Congress? Is that correct? 

Mr. Conn. Well, all funds which are expended by the Treasury are 
appropriated by the Congress, whether they be trust funds or fed- 
erally owned funds. " 
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Mr. Curtis of Missouri. We even appropriate for the benefits in 
benefit payments. Is that right? 

Mr. Coun. Yes. 

Mr. Curtis of Missouri. I am interested in the projection of these 
figures. And in the Bureau of the Budget you do attempt to make 
some projections, do you not? 

Mr. Coun. Yes, sir. We believe that we have to, just to see where 
we are going, or to try to see where we are going. 

Mr. Curtis of Missouri. Yes. Well, that is what I am interested in, 
too. And I am referring now to table 7. And I note that, first taking 
receipts, and I am solely concerned about the OASI, of course our 
receipts have been increasing since 1940, the first date shown on there, 
on up to 1953, and there would be a curve that we could draw showing 
the amount of the increase. Now, in the same way on expenditures, 
under OASI, there has been a corresponding increase in the amount 
of expenditures. However, the thing that I was just roughly figuring 
out up here: In the past few years, ‘the increase of rec eipts is consid- 
erably less than the increase that we are experiencing of expenses. 

Now, have you noted such a curve? 

Mr. Coun. Well, we have noticed the trend, sir, but we couldn’t gen- 

eralize for the future on the past trend. In these figures, for example, 
we have the wartime situation, in which people over 65 continued 
working in large numbers. 

Mr. Curtis of Missouri. Yes. Well, let me interrupt there for a 
minute. Because all I did was take the 1950 figures, and 1952 and 
1953, and in considering the increase in receipts you can take 1950 and 
1952, and the difference, which is 1,564, divided by 2, to get your 
annual, and you get 782 per annum increase, and then 1953 is only a 
584 million increase. You take the same thing for expenditures, and 
you have a 642 per annum from 1950 to 1952, which increases to 683 
in 1953, and then you have already indicated that the rise decreases 
to 419 in 1953. 

Mr. Conn. Yes, sir. Two comments on that: First, on the receipts: 
The 1950 fiscal year was almost entirely pre-Korean, and we had a 
sharp rise in employment after that. So that the larger wage bill 
influences the rise from 1950 to 1952, and the rise in employment and 
the total wage bill in the economy between 1952 and 1953 was not as 
great as the one immediately after Korea. 

Second, on the expenditure side, there was an increase in the benefit 
rate, that I think affected the 1953 figures, not for the full year but 
for part of 1953, so that the average benefit in 1953 is somewhat higher 
than it was in 1950 or 1952 

Mr. Curtis of Missouri. Of course, we all know that some time, un- 
der the basic plan of social security, the expenditures are going to 
exceed the receipts. That is so? 

Mr. Coun. I think that is the forecast; yes, sir. 

Mr. Curtis of Missouri. Yes. And one of the things this committee 
is interested in, I know, and I am personally, is any ‘ight that can be 
thrown on the subject of when that time will come. And | also, of course, 
there is the question of when we start tapping this reserve fund that 
we have built up in anticipation of the time when our expenditures 
will exceed our receipts. 

Now, with that in mind, has your Department done any studying 
in that particular field ? 


ee 
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Mr. Coun. No, sir; we haven’t gone that far ahead. Some of our 
people who work particularly in the social-security field have been 
working with the staff of the Health, Education, and Welfare Depart- 
ment on this matter. They know, in the Bureau of the Budget, what 
is going on in that Department on such forecasts. I am not familiar 
with it. 

Mr. Curtis of Missouri. Now, did the Bureau of the Budget have 
any recommendations on this increase in social-security taxes w hich 
is written into the bill, under which Congress would be required to 

take affirmative action to eliminate the proposed i increase in the tax? 
Did you have any recommendations on that? 

Mr. Conn. My recollection is that the Bureau concurred in the Pres- 
ident’s recommendation of last May. He recommended that the in- 
crease be deferred. 

Mr. Curtis of Missouri. It is 114 now, and it would go up by what? 

Mr. Coun. It would go up another half of a percent. 

Mr. Curtis of Missouri. Incidentally, on that, a deferred increase 
could be retroactive, could it not ? 

Mr. Coun. I would guess so. I am not an expert in that field, sir. 

Mr. Curtis of Missouri. That isall. Thank you. 

Chairman Curtis. At this point in the record, we want to note the 
presence of and welcomé Representative Eberharter, who is sitting in 
to assist the subcommittee. 

Mr. Cooper and Mr. Dingell are unavoidably detained elsewhere. 

We are delighted to have you here, Mr. Eberharter. 

Mr. Esernarrer. Thank you. 

Chairman Curtis. Just a question or two of Mr. Cohn. 

Are the bonds that are held in the various trust funds parts of the 
national debt, when the total national debt is stated or tabulated ? 

Mr. Coun. Yes,sir. As of the end of the fiscal year 1952, more than 
$40 billion of the total public debt was held by the trust funds. They 
are public debt. 

Chairman Curtis. Yes; and it is not in the category of something 
that would be later added to the debt. It is included in the total tabu- 
lation of the debt as the bonds are there ? 

Mr. Conn. That is right, sir. 

Chairman Curtis. Now, do the trustees of the OASI trust fund, 
I believe the Secretary of the Treasury, the Secretary of Labor, and 
the Secretary of the Department of Health, | Education and Welfare, 
constitute an entity separate and apart from the Government of the 
United States ? 

Mr. Conn. I am sorry, sir. I couldn’t answer that question. I 
don’t know just how that fund does operate in that respect. 

Chairman Curtis. I do not know either, as to what the answer to 
that is, and I think some of the criticism of trust fund transactions is 
without foundation, and I think there are other features about it that 
perhaps do invite certain trends in Government—not anticipated. 

Now, does the flow of OASI taxes through the Treasury into the 
trust fund affect the cash balance of the Treasury for a given short 
period? 

Mr. Conn. Yes, sir; it would. 

Chairman Curtis. Yes. So the cash balance is affected by the flow 
of the money through the pipeline? 

Mr. Coun. Yes, sir. 
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Chairman Curris. In other words, the law says that periodically 
they shall take the money out of the Treasury and put it in the trust 
fund. And as that is happening, more money is coming in. 

Mr. Coun. Yes, sir. 

Chairman Curtis. So, on the cash balance, there is an effect appear- 
ing by reason of these OASI taxes? 

Mr. Conn. Yes. The money would come in to the Treasury, and 
then at a later tine the Treasury would issue a note for a certain 
amount of the funds, and that security would go to the trust fund. 
But the money is in the cash balance, and it is mixed up with all other 
cash that comes in from all different kinds of taxes, and it is used to 
pay all kinds of expenses, both regular Government and trust fund 
expenditures. 

Chairman Curtis. Yes. Now, the Social Security Act has a sort 
of a permanent appropriating section, where prior to 1950 there was 
appropriated each year 100 percent of the tax receipts, plus interest 
and penalties, over into the trust fund. 

Mr. Coun. Yes, sir. 

Chairman Curtis. And after 1950 it was changed to 100 percent 
of what might be described as the tax liabilities based on payrolls, 
plus the interest and penalties as appropriated to the trust fund ¢ 

Mr. Conn. I think that is right, sir. 

Chairman Curtis. There was a change there. 

Mr. Coun. There was a change. 

Chairman Curtis. Prior to 1950 it was the actual amount of taxes 
that came in? 

Mr. Coun. Yes, sir. 

Chairman Curtis. After 1950 it is a formula based upon what the 
taxes on the payroll should be? 

Mr. Conn. Yes, sir. My recollection is that that change permitted 
a large saving in administration and made it easier for taxpayers, 
too, in that the OASI taxes were paid together with income with- 
holding taxes. So that in the Treasury administration of the tax 
income they didn’t have to keep separate breakdowns and separate 
tabulations. 

Chairman Curtis. And dollarwise it is substantially the same, 
no doubt. 

Mr. Coun. There is not very much difference. 

Chairman Curtis. I mean over the long run. 

Mr. Conn. Over the long run it should be about the same; yes, sir. 

Chairman Curtis. Any further questions? 

Mr. Curtis of Missouri. Yes. I have one other question. Do you 
know when the Congress gave the OASI credits to military per- 
sonnel whether there was any amount budgeted to the credit of the 
OASI reserve funds? 

Mr. Conn. I don’t recall, sir. I know in railroad retirement there 
definitely was an amount appropriated for World War II military 
credit. There was a budget expenditure that was a charge on the 
Federal Government. And I think the same thing was true, in part 
at least, in OASI for World War II military credits. 

Mr. Curtis of Missouri. But you do not know what that estimate 
might have been ¢ 

Mr. Coun. No, sir; I don’t have that. 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 217 

Chairman Curtis. Are there any other questions ? 

Mr. Cohn, you have been very helpful to us. You have given us 
very helpful information. And we thank you for your appearance 
here and your past cooperation with this committee and the staff. 

Mr. Coun. Thank you very much, sir. 

Chairman Curtis. Our next witness is Mr. Dan Smith, Assistant 
to the Secretary of the Treasury. 

Mr. Smith, you may be seated. You are Mr. Dan Smith, Assistant 
to the Secretary of the Treasury ? 


STATEMENT OF DAN THROOP SMITH, ASSISTANT TO THE 
SECRETARY OF THE TREASURY 


Mr. Siru. Yes, sir. 

Chairman Curtis. Mr. Smith, we are delighted you are here. We 
appreciate the cooperation that the Treasury Department has given to 
this subcommittee in response to our requests and the contacts by the 
staff, and we are grateful for the statement that you have prepared 
and are ready to give. 

Mr. SmirH. We are delighted, Mr. Chairman, to be of such assist- 
ance as we may in this extremely important task that the subcommittee 
has underway. I was asked to prepare a statement on the summary 
of taxation and public-debt developments since the turn of the cen- 
tury, which has been submitted in mimeographed form to the com- 
mittee. Is it your pleasure that I read this? 

Chairman Curtis. I think it is, Mr. Smith, because, due to the fault 
of no one, we are running on a time schedule here, where we have not 
had a chance to give this to the members ahead of time. And as I 
stated prior to the appearance of Mr. Cohn, this information is put 
in our record for the very reason that we cannot legislate in a vacuum 
for one program without realizing the repercussions and overlappings 
in others. 

Mr. Smirn. I shall be delighted to read this, with the understand- 
ing that it is a somewhat dull collection of statistical facts. 

Chairman Curtis. You may proceed, 

Mr. Smirn. At the turn of this century, the Federal budget was in 
balance and the gross public debt stood at $1.3 billion. In fiscal year 
1900 net receipts of $567 million compared with expenditures of $521 
million. The revenue system consisted exclusively of customs and 
excises, including, in addition to the excises on liquor and tobacco, 
those on legacies and admissions, and a variety of stamp taxes imposed 
in connection with the Spanish-American War on such items as cos- 
metics, drugs, chewing gum, playing cards, and pullman tickets. 

1901-10: During the fiscal years 1901 through 1910, net budget re- 
ceipts increased from $588 million to $676 million, although the decade 
began with tax reduction. Legislation in 1901 and 1902 repealed sub- 
stantially all of the Spanish-American War taxes. Toward the end 
of the decade, in 1909, an excise tax on corporate net income was 
imposed but produced little revenue. It was at very low rates. For 
the period as a whole, customs accounted for 48 percent and excises for 
43 percent of budget receipts. There was an approximately 10-percent 
reduction in the public debt during the decade. 
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1911-20: Between 1911 and 1916 there was little change in the level 
of budget receipts, although these years witnesses the adoption of the 
13th amendment and the introduction of net income taxation. How- 
ever, neither the individual nor corporation net income taxes became 
important revenue producers until World War I was well underway. 
There was very little change in the public debt, during the first 5 years, 
which stood at $1.2 billion at the close of fiscal year 1915. 

Thus, for 15 years preceding World War I Government finances 
remained stable. Receipts and expenditures moved upward with some 
irregularity and moderate deficits in 6 of the years were more than 
offset by surpluses in 9 years. 

The period 1916-19, which included United States participation in 
World War I, brought great changes in the tax system and a substan- 
tial increase in the public debt. In view of war developments, Con- 
gress had provided additional revenue in the fall of 1914. It increased 
tax rates on beer and wines and imposed special occupational taxes 
on brokers and commission merchants of various kinds. Proprietors 
of theaters and other amusement places were also taxed, as well as 
telephone calls, telegrams, and passage tickets for abroad. In 1916, 
an estate tax was imposed. Thus ended a period of nearly half a 
century during which the main sources of revenue had been distilled 
spirits, fermented liquors, and tobacco. 

Actual United States entry into the war brought further tax 
changes. The Revenue Act of 1917 raised individual and corporate 
income taxes and the estate tax, imposed an excess-profits tax, and 
increased the excises on liquor, tobacco, transportation, and admis- 
sions. It imposed taxes on motor vehicles, musical instruments, 
jewelry, sporting goods, and a variety of other items. The Revenue 
Act of 1918 made further increases in income and profits taxes. As 
a result of higher tax rates and increased economic activity, net budget 
receipts leaped from about $700 million in fiscal year 1915 to $3.7 
billion in 1918 and $5.2 billion in 1919. Income and profits taxes 
produced over $2.5 billion and accounted for almost 60 percent of 
receipts in each of the years 1918 through 1920. Customs fell to 
3 percent and excises to about 20 percent of budget receipts. Ex- 
penditures far exceeded collections. The deficit amounted to $853 
million in 1917, $9 billion in 1918, and $13.4 billion in 1919. The 
Government’s debt reached a peak of $26.6 billion on August 31, 1919, 
and at the close of fiscal year 1920 was $24.3 billion. 

During the 10 years 1911-20, total net receipts were more than 3 
times the total for the preceding decade. Income and profits taxes 
produced 48 percent; excises, 27 percent; and customs, 12 percent of 
the total. Estate taxes accounted for little more than 1 percent. 
Miscellaneous receipts, including sale of war supplies and other Gov- 
ernment assets, represented 11 percent. 

1921-30: The 1920’s were Rcceraiioad by budget surpluses and 
tax and debt reductions. Taxes were reduced 5 times—in 1921, 1924, 
1926, 1928, and 1929. The excess-profits tax and some of the wartime 
excises were repealed, The individual and corporation income taxes 
and some excises were successively reduced. The principal excep- 
tion to tax reduction was the enactment of a gift tax in 1924. Net 
receipts declined from a peak of $6.7 billion in fiscal year 1920 to 
around $4 billion during the latter part of the decade. Throughout 
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this decline the income and profits taxes retained their relative position 
in the tax system, averaging 52 percent during the decade. Cus- 
toms accounted for about 13 percent and excises for 18 percent of total 
budget receipts. Estate taxes produced 2.5 percent. Miscellaneous 
receipts accounted for 15 percent and included approximately $1.5 
billion obtained from foreign repayments. After the adoption of 
prohibition in 1918, liquor taxes declined and after 1920 became 
insignificant. 

For the decade as a whole, budget receipts aggregated $42 billion, 
approximately twice the total receipts for the preceding 10-year 
period. Budget surpluses averaged about $750 million a year. The 
reduction in debt for the 10- year period exceeded $8 billion. The 
gross public debt, which stood at $24.3 billion at the end of fiscal 
year 1920 declined to $16.2 billion by the end of 1930. 

1931-40: The 1930’s were years of Federal deficits produced in the 
early part of the decade by declining receipts and later by the rising 
level of expenditures. Successive tax increases were enacted, begin- 
ning with the Revenue Act of 1932 which raised individual income 
aud corperation income and estate taxes. Im 1933 declared value 
excess profits tax and the capital stock tax were adopted. In 1934 
with the repeal of prohibition, liquor excises came into force again. 
During that year, the individual income, corporation income, estate 
and gift taxes were also increased. In 1935 further increases were 
made in individual and corporation income taxes and in 1936 the so- 
called undistributed profits tax was enacted. This tax, however, was 
eliminated in 1939. In 19387 a technical tax bill was enacted. During 
this period substantial increases were made also in the selective 
excises. 

The Government’s receipts, which fell from $4 acne: in the 1920’s 
to $2 billion in 1932 and 1933, gradually rose to over $5 billion by the 
end of the decade. Total receipts for the decade, eons fell over 
$2 billion short of the total for the preceding 10-year period. During 

1931-40 income and profits taxes together accounted for almost 40 per- 
cent of total budget receipts. The relative importance of excises in- 
creased to 35 percent partly as a result of the contribution of liquor 
taxes and partly due to increases in other excises. And I should add, 
there, also to the increase in income taxes, which had the effect of in- 
creasing the proportionate importance of excises during this period. 
Customs receipts accounted for only 8 percent of budget receipts but 
the estate and gift taxes increased to 5.5 percent. The payroll taxes 
enacted in connection with the social-secur ity programs in the middle 
of the thirties accounted for 6 percent of budget receipts during the 
decade. Expenditures rose steadily during this period and annual 
deficits ranged from $1.2 billion to $4.4 billion. As a result, the public 
debt tr ipled, from $16 billion to $48 billion, an increase of $32 billion. 
By the end of fiscal year 1940, $1.7 billion of the public debt was held 
by the OASI trust fund. 

1941--50: Between July 1, 1940, and June 30, 1946, the Federal Gov- 
ernment expenditure aggregated $387 billion, accounted for very 
largely by World War II. Less than half of total expenditures was 
covered by tax revenues, despite the fact that tax rates were increased 
several times to increasingly higher levels. There were 2 revenue 
acts in 1940, 1 in 1941, and 1 in each of the next 4 years. These meas- 
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ures imposed an excess-profits tax, increased corporation income taxes, 
increased the rates and broadened the base of the individual income 
tax, and raised the level of most excise taxes. Total budget receipts 
rose from less than $6 billion in fiscal year 1940 and $8 billion in fiscal 
year 1941 to about $48 billion in 1945 and over $44 billion in 1946. 
During the 6 years 1941-46 total rec eipts amounted to $183 billion. 
Individual and corporation income taxes provided the largest share 
of this revenue, and of — two, individual income taxes were more 
important. In fiscal year 1946 individual and corporate income taxes 
together accounted for “0 percent of tax receipts. While liquor and 
tobacco taxes remained the most important excises, large revenues 
were obtained from excises on transportation, admissions, and selected 

“luxury” items. The annual deficit increased from $6 billion in fiscal 
year 1941 to $57 billion in fise al year 1943 and $54 billion in 1945. 
In 1946 the deficit was over $20 billion. These deficits raised the gross 
debt from $48 billion at the beginning of fiscal year 1941 to $269 bil- 
lion at the end of fiscal year 1946. 

Following the end of World War II, the excess-profits tax was 
repealed and individual and corporation income taxes were reduced. 
Reduction in estate and gift taxes and further reductions in the 
income taxes were made in 1948. In the meanwhile, however, there 
was substantial growth in the economy, with the result that the Gov- 
ernment’s receipts showed relatively little decline. Net budget re- 
ceipts, which were $40 billion in 1946 and 1947, declined to $37 billion 
by fiscal year 1950. During 2 of the first 5 postwar years, expendi- 
tures exceeded revenues but these deficits were more than offset by an 
$8.4 billion surplus in 1948. The public debt declined from $269 
billion at the beginning of fiscal year 1947 to $252 billion at the end 
of fiscal year 1948 but by the end of fiscal year 1950 rose to $257 billion. 

For the 10 years, 1941-50, total net budget receipts aggregated $328 
billion. Of total receipts, the individual income tax produced 40 
percent and corporate income and profits taxes 29 percent. Excises 
declined to less than 16 percent and customs to 1 percent. Employ- 
ment taxes produced 5.2 percent, estate and gift taxes 1.8 percent, and 
miscellaneous receipts 6.7 percent. There was a $209 billion increase 
in the public debt, of which about $13 billion was held by the OASI 
trust fund on June 30, 1950. 

1951-53: Since the outbreak of hostilities in Korea, three major 
revenue measures were enacted. They imposed an excess-profits tax, 
increased individual and corporation income taxes, raised a variety of 
excises, and imposed some new excises. These tax-rate increases to- 
gether with economic exp: insion . and the rise in price levels, increased 
net budget receipts from $37 billion in fiscal year 1950 to $65 billion 
in fiscal year 1953. Budget expenditures rose from $40 billion in 
fiseal year 1950 to $75 billion in fiscal year 1953. In that year, the 
individual income tax accounted for 45 percent, corporation taxes for 
30 percent, excises for 14 percent, and employment taxes for 7 percent 


of total budget receipts. In only 1 of the 3 years, 1951-53, were 
receipts adequate to cover expenditures. There was a a it of $4 
billion in fiseal year 1952 and $9 billion in fiscal year 1953. These 


deficits raised the total public debt to $266 billion by June 30, 1953. 
Of this total, the OASI trust fund held $17.8 billion and other United 
States investment accounts approximately $30 billion. 
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This concludes my prepared statement. There are attached various 
statistical tables. 

Chairman Curtis. The tables will be printed in the record as part 
of your statement. 

(The tables referred to are as follows :) 


TABLE 1.—Net budgetary receipts and changes in public debt, by decades, 1901-50, 
and annually 1951-53 


[In millions] 


Public debt held by 


Tots blic debt? | : 
Total public debt OASI trust fund 


Fiscal years Total net 


receipts ' | 4 mount at | es or! Amount at| Increase 
end of | dur a endof | during 
period | period period period 
a |_| ——__- —______ 
1901-10....- ‘ : Ssabiaetc $5, 940 $1, 147 —$116 
IGE 90 no nea 2 20, 969 24, 299 | 23, 152 | 
1921-30... ; oa 41, 879 | 16, 185 | —8, 114 | : 
1931-40__- 3 ; 39, 032 48,497 | 32, 312 $1, 738 | $1, 738 
1941-50... ke 328, 351 257, 377 208, 880 12.645 | 10, 907 
Wn coos 48, 143 255, 251 | —2, 126 14, 323 1, 678 
1952..... Seer 62, 128 259, 141 3, 900 | 16, 273 | 1, 950 
1953..... J disde 65, 218 266, 123 | 6, 972 17, 818 | 1, 545 
| 





1 Receipts from taxation, customs, and miscellaneous sources, after deducting refunds (beginning in 1931) 
and appropriations to old-age and survivors insurance trust fund. 
2 Gross public debt and guaranteed obligations. 


Source: Annual reports of the Secretary of the Treasury, and Treasury bulletin. Office of the Secretary 
of the Treasury, Analysis Staff, Tax Division, Oct. 27, 1953. 


TABLE 2.—Total budget receipts, by source of revenue, by decades, 1901-50, and 
annually, 1951-53 


{In millions] 


Revenue source 

















| 
Total Corpo- Excise taxes 
‘jane | 7 . ition } . . i 
— | budget | Indi- | ration: |_—__ Estate |Employ-|Miscel- 
ears } WICOTMe | Yue 
° receipts | vidual | . : Cus- and ment lane- 

. income | ne om | toms ! gift taxes | ous re- 

| | tax ~~ fits Total Liquor |Tobacco } taxes | (gross ceipts 

| |} taxes | | | 

| | 

<= |— 
1901-10....] $5,940 |.....-.- $21 | | $1,953  _ $503 
1911-20._..} 20,969 | 2 $10, 039 | } 2,719 SOW Diticscet 2, 383 
1921-30_...] 41.879 221,679 | 7 300 1, 038 6, 318 
1931-40_...| 41,449 | $7,624 $8,762 | 14,549 3, 611 2,277 | $2,584 2, 149 
1941-50__..| 357,513 | 144,405 | 103,967 | 56.145 | 19, 204 | | 6,299 | 18,706 23. 942 
oe 53,369 | 23,365 | 14,388) 8,693} 2,546 | 730 | 3.940} 1,629 
19A2_...... | 67,999 | 29,880 | 21.467} 8,893] 2,549 833 | 4,573 1, 803 
CC ——— 72, 456 32, 479 21, 595 9,978 | 2.781 | , 655 891 4, 998 1, 902 

| | | 











1 Tonnage tax reported under “‘ Miscellaneous receipts’’ beginning in 1932 
2 Separate data for individual income taxes and corporation-income and excess-profits taxes are not avail- 
able for the years 1918 through 1924. 


Source: Annual reports of the Secretary of the Treasury and budget messages of the President. Office of 
the Secretary of the Treasury, Analysis Staff, Tax Division, Oct. 27, 1953 
NorTE.— Due to rounding, individual items may not add to totals. 
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: 3.—Percentage distribution of total budget receipts, by source of revenue, 
by decades, 1901-50, and annually, 1951-53 


[In millions] 


Revenue source 


. . | 
Corpo- Excise taxes 
| ration- 
a e | Estate lr mp vic y- |Miscel- 
and ex- | | | Cus- and | ment | lane- 
cess gift taxes | ous re- 
profits 


Total Liquor |Tobacco taxes | (gross) wa 


i_NN ee O 


Source: Computed from table 2. Office of the Secretary of the Treasury, Analysis Staff, Tax Division, 
Oct. 27, 1953 
NotTEe.— Due to rounding, individual items may not add to totals. 


Chairman Curtis. Mr. Smith, before we turn to Mr. Winn for his 
questioning, I might have you briefly explain these tables. 

Table 1 What does that show ? 

Mr. Smiru. Table 1 gives a summary by decades, the first 5 dec- 
ades, of this century, then for the separate years 1951, 1952, and 1953, 
giving in the first column the total net receipts, showing in the next 2 
the public debt at the end of each period, indicating in the third col- 
umn the change in debt for the period from the end of the preceding 
decade, and in the last 2 columns showing the amount of the public 
debt held in the OASI trust fund, again showing the increase in the 
period covered. 

Chairman Curtis. Since the turn of the century, we have never been 
without debt ? 

Mr. Smiru. No. 

Chairman Curtis. Were we ever without debt ? 

Mr. Smirn. I have a vague recollection, from reading, not from 
personal recollection, that in the thirties or the forties of the 19th 
century, we got down to no debt. But I am not certain of that. 

Chairman Curtis. Our staff director, Mr. Schlotterbeck, suggests 
1835. 

Mr. Smrru. I am glad to have my recollection confirmed. 

Chairman Currts. Now, tell us about table 2. 

Mr. Smiru. Table 2 is a breakdown of the budget receipts by the 
principal sources, again by decades, through the first 5 decades, and 
for the last 3 years shown separately. The first column shows the 
total budget receipts, and then a breakdown into what seem for this 
purpose the principal categories, beginning with individual income 
tax, noting that there was none of that in the first decade, and the 
corporation income tax producing only a total of $21 million, be- 
sause the tax was not imposed until 1909. 

Chairman Curtis. And these are all in dollars? 

Mr. Sarru. In millions of dollars, in the two decades, 1911-30, it 
has been impossible to get a complete breakdown between the indi- 
vidual and corporate income taxes, and those are not shown separately. 
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Chairman Curtis. And prior to 1930, we had no taxes known as 
employment taxes? 


Mr. Suirn. That is right, sir. 

Chairman Curtis. That does not refer to withholding on income 
taxes, does it? Employment taxes? 

Mr. Smirn. No. 

Chairman Curtis. Those are two separate things? 

Mr. Smiru. Those are two separate things. 

Chairman Curtis. The withholding is still the income tax. 

Mr. Smirn. That is right. 

Chairman Curris. And employment taxes. Specifically what are 
they ? 

Mr. Smirn. Employment taxes? There is a variety of taxes here, 
the principal item being the OASI tax, part of which is withheld 
from the employee and part of which is paid by the employer on his 
own account. There is also the unemployment component of the so- 
cial-security tax considered as an employment tax. 

Chairman Curtis. And that would also include railroad retirement. 

Mr. Smirn. Yes, sir. 

Chairman Curtis. Because the Government there collects a tax? 

Mr. Smirn. That is right. 

Chairman Curtis. Now, the tax on the employee in OAST is a per- 
centage income tax, 1s it not? 

Mr. Smirn. That is a percent of income up to a certain ceiling 
level. 

Chairman Curtis. Now, what kind of a tax is it on the employer? 

Mr. Smirn. That is a comparable tax based on what he pays to 
employees, at the same rate. 

Chairman Curtis. It is an excise tax; is it not? 

Mr. Smiru. Yes, I think it would be so classified. For immediate 
purposes, though, we have lumped them together as employment 
taxes. 

Chairman Currts. Now, let us look at table 3. Is it true, Mr. Smith, 
that table 3 covers the same material as table 2; only instead of 
showing it in dollars it shows it in percent ? 

Mr. Smiru. Precisely that, sir. 

Chairman Curtis. And in reference to revenue source, take for 
instance your column under individual income tax. Does that mean 
that in 1931 to 1940, 18 percent of all Government revenues were 
coming from individual income taxes? 

Mr. Smitru. That is right. 

Chairman Curtis. But now it is 44.8? 

Mr. Smitn. That is right. 

Chairman Curtis. And the fact that the percentage on excise taxes 
has gone down does not indicate that the dollars have gone down; 
quite the reverse; it is because the others have gone up much more? 

Mr. Situ. That is correct. Neither have the dollars gone down 
nor have the rates gone down. 

Chairman Curtis. Now, from the Treasury standpoint, these em- 
ployees’ taxes, including OASI taxes, are considered receipts? 

Mr. Situ. Yes, sir. 

Chairman Curtis. And part of the revenue of the Government? 
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Mr. Smiru. Part of the revenue of the Government, subject to 
certain special treatment on the appropriations charged against them, 
which occur almost simultaneously. 

Chairman Curtis. Mr. Winn, you may proceed. 

Mr. Winn. Mr. Smith, your statement has been concerned pri- 
marily with the type and amount of revenues raised to meet Govern- 
ment expenditures. In your opinion which comes first, the need for 
the revenue, or the source and the rate of the taxes to meet the need ? 

Mr. Smirn. That is a very difficult question to give a “yes” or “no” 
answer to, or to specify one in preference to the other. My own 
view would be that there are certain Government expenditures that 
are of such overwhelming importance that they must be met, and in 
one way or another the funds must be provided. There are other 
expenditures, which I presume are considered relatively marginal, 
where the appraisal of the advantages of the expenditure against the 
disadvantages of the additional taxes made necessary by those ex- 
penditures would, I presume, enter into the ultimate decisions as to 
whether those expenditures should be undertaken. To me, it is a 
qualitative problem, on the nature of the expenditure and the order 
of importance of that expenditure. 

Mr. Winn. But, generally speaking, the need comes first. The 
money has to be raised to meet that need ? 

Mr. Smirn. Certainly I know of no philosophy of Government 
that suggests that taxes should be imposed, and then looking around 
to see what expenditures might be made from those funds which 
fortuitously come in. 

Mr. Winn. You say that was your philosophy ? 

Mr. Smirn. No, I say I know of no philosophy which suggests that. 
It is certainly not mine. 

Mr. Winn. Would you agree with the witness from the Bureau of 
the Budget who testified just prior to your testimony that future 
needs and especially defense needs cannot be estimated with any rea- 
sonable degree of accuracy ? 

Mr. Smirn. Emphatically so. 

Mr. Winn. If the future demands for Government expenses are in- 
creased greatly, would you agree that in order to avoid new borrow- 
ings, either new sources of revenue must be found or the total yield 
of present taxes must be increased ¢ 

Now, please don’t go into the problem of possible larger increases in 
national income. That will be taken up later in connection with the 
Department of Commerce. 

Mr. Smirn. Yes. Very simply, yes. 

Mr. Winn. Now, referring to table 2, to which you adverted in your 
testimony, and which the chairman has referred to, and going back 
to the decade 1901 to 1910, I gather that the 3 largest sources of tax 
revenue were the liquor tax, the excise tax, and the customs tax. Is 
that correct ? 

Mr. Smitn. Yes. 

Mr. Winn. And they amounted to a total of something in excess of 

$5,400,000,000, or thereabouts; did they not, Mr. Smith? 

Mr. Sarrn. Yes, and constituted 90.8 percent of the total in that 
decade, I believe. 
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Mr. Winn. 90.8 percent of the total in the decade. Less than 10 
percent, in other words, was derived from sources other than the excise 
taxes and the customs taxes? 

Mr. Smiru. Yes. 

Mr. Winn. What percent of total budget receipts did the corporate 
income tax represent in that decade? 

Mr. Smiru. Four-tenths of 1 percent. 

Mr. Winn. No individual income tax? 

Mr. Smiru. No individual income tax. 

Mr. Winn. As a matter of fact, the corporate income tax—which 
was something in the nature of an excise tax at that time, was it not— 
was not imposed until fairly late in that decade? 

Mr. Smirn. It was imposed only in 1909, and it was imposed as an 
excise tax to get around the constitutional barrier against income tax- 
ation, as I recall my history. 

Mr. Winn. During the fiscal year 1953, what were the 2 largest 
sources of revenue? 

Mr. Smirn. Individual and corporation income taxation. 

Mr. Winn. Two items that really were not in the first decade at all? 

Mr. Smirn. Right. 

Mr. Winn. What percentage of the total budget receipts did the 
individual income tax yield during 19534 

Mr. Srru. 44.8 percent, I have. 

Mr. Winn. And what percent of the budget receipts were repre- 
sented by the corporate income taxes during 1953 ? 

Mr. Smirn. 29.8 percent. 

Mr. Winn. That is a total of over 74 percent? 

Mr, Smirn. Yes. 

Mr. Winn. Now, what has happened since 1910 to the relative im- 
rortance of excise taxes and customs duties in the total revenue picture, 
Mr. Smith? 

Mr. Smirn. They have dwindled spectacularly as a fraction of the 
total, as the importance of the individual and corporate income tax 
increased. In 1910, excises and customs together provided 89.2 percent 
of budget receipts. In 1953, they provided 14.6 percent of budget 
receipts. 

Mr. Winn. And that dwindling has occurred relatively, despite 
the fact, as was brought out by the chairman, that neither the dollar 
receipts from excise and customs taxes had dropped, nor had the rates? 

Mr. Soir. This decrease in relative importance arises from the 
tremendous increase in the importance of income taxes. 

Mr. Winn. How have the rate and structure of the individual in- 
come tax been changed in this period, as briefly as you can, Mr. Smith? 

Mr. Smirn. I perhaps can describe this most effectively by giving 
2 or 3 sample figures, without running through the entire tables. 

I think perhaps as a point of departure, I might take the first exemp- 
tion in rate structure, and then take something in the late twenties, and 
the present figure. 

Under the first individual income tax, the exemption was $3,000 for 
a single person, $4,000 for a married person. During the late twen- 
ties, from 1925 to 1931, exemption for the single person had dropped 
to $1,500, from the earlier $3,000, and for a married person to $3,500, 
though there was at that time a credit for each dependent of $400, 
which had not existed in the beginning. 
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Currently, the exemption, of course, is $600 for each person, which 
of course means $1,200 for a married couple, plus an extra $600 for 
each additional dependent child. 

The nature of the increasing burden, I think, can perhaps best be 
shown by the amount of tax paid by what you might call represent- 
ative taxpayers of different categories, different income levels. 

In 1928, a single person with no dependents, with an income of 
$3,000, paid an income tax of $18. In 1953, that had risen to $543, 
under the rates, and under the rates effective next January it will be 
$489. ; 

At the $5,000 income level, the tax has increased from $40 to $1,050, 
currently, and it is $945 under the rates effective next year. At the 
$10,000 income level, the increase was from $150 to $2,720. It will 
drop down to $2,440 next year. Then at the $500,000 level, the tax is 
increased from $116,000 in 1928 to $436,000 in 1952-53, and will drop 
next year to $429,500. 

A married person with 2 dependents, in 1928, with an income of 
$3,000 paid no tax; currently, it is $132; and it will drop to $120 
next year. 

On an income of $5. 000 in 1928, there was a tax of $10; it is $575 
currently ; dropping to $520 next year. 

On an income of $10,000, it rises from $80 to $1,770, and drops next 
year to $1,590. 

On an income of $500,000, the tax was $115,500 in 1928, rose to a 
current figure of $411,000, and goes down to $402,500 next year. 

One other additional fact that might be relevant to indicate the in- 
creasing burden of coverage of the income tax. In 1928, 2,500,000 
returns were filed. For the calendar year 1952, 46,807,000 returns were 
filed; an increase from about 214 million returns to 46 million returns. 

Mr. Winn. Then what you are telling us in these illustrations is 
that the personal income tax rate has increased over the years; sec- 
ondly, that the money level Lelow which no tax rate is imposed has 
also Leon continuous ly lower. Is that correct ? 

Mr. Smirn. Correct. 

Mr. Winn. Now, has the lowering of this exemption level in the 
past been an important factor as to the yield of this tax, Mr. Smith? 

Mr. Smiru. Very much so, though the present treatment of the 
$600 per capita per exemption gives a somewhat varying effect as 
compared to the original situation, depending upon the size of the 
family. For instance, in 1913, there was a $4,000 exemption for a 
married couple, with nothing for children. Now it is $600 per person. 
For a very large family there would be a larger amount exempt from 
tax now than originally. But it varies with the size of the family. In 
general, though, the statement is certainly correct that the lowering 
of the exemption has been very important. 

Mr. Winn. You also mentioned that the number of returns filed 
had greatly increased. Has the lowering of the exemption level been 
a factor in the increased number of returns filed ? 

Mr. Smiru. I should say very definitely so. 

Mr. Winn. Now, this lowering of the exe mption level has also been 
accompanied by an ever-rising level of money income of the vast 
majority of the workers. Comparing the situation of today with that 
of 25 years ago, would you agree that the personal income tax reaches 
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a much greater proportion of the Nation’s workers today than it did 
then ? 

Mr. Smirnu. Very conspicuously so; yes. 

Mr. Winn. And that, again, is evidenced by these figures which you 
gave us as to the increase of returns filed ? 

Mr. Smiru. Yes. 

Mr. Winn. Are the Federal Contributions Act taxes; that is, the 
social-security taxes, title II, within the group captioned as total net 
receipts in table 1 attached to your report? 

Mr. Smirn. They were. 

Mr. Winn. And I believe you testified those taxes go into the gen- 
‘al funds of the Treasury ? 

Mr. Smiru. They do. 

Mr. Winn. Title II of the Social Security Act provides a perma- 
nent appropriation to the trust fund from the general funds of the 
Treasury equal to the calculated FICA taxes due. Is that correct? 

Mr. Smirn. Yes. 

Mr. Winn. Now, the actual FICA taxes paid into the Treasury will 
usually, if not invariably, be less than the amount of the appropria- 
tion computed as provided in section 201 (a) of the Social Security 
Act? Is that not true? 

Mr. Smiru. I must confess to ignorance on that point. I am not 
aware of that fact. The difference between the estimate and the actual 
arises, as Mr. Cohn indicated, because of the administrative conven- 
ience of putting together a single withholding return and reporting a 
single withholding figure. 

Mr. Winn. What I meant was that the method of appropriating 
assumes a perfect tax return, assumes that everybody has paid the 
taxes which were due on account of the payrolls. To the extent that 
those taxes are not paid, then the appropriation will be greater than 
the taxes received, will it not ? 

Mr. Soiru. There is still the problem of how the adjustment is 
made in the joint payment turned in by the employers covering both 
income taxes withheld and the employee taxes withheld. I am not 
sure but what the inadequacy of actual collection is imputed to the 
ordinary income tax rather than to the social-security tax. 

Mr. Wry. It is imputable to both, however, is it not ? 

Mr. Smiru. Properly it should be. I am not sure that the statis- 
ticians have refined their processes to that extent as yet. 

Mr. Wixn. How do you handle these transactions in Treasury ac- 
counting procedure, Mr. Smith ? 

Mr. Smirn. They come in as part of the general receipts, as has 
been indicated. In fact, when they first come in, there is a single 
payment on deposit representing both the individual income tax w ith- 
held and the OASI tax withheld. There is, I believe, daily, an esti- 
mate as to the amount that appropriately should be allocated to the 
permanent appropriation, which is shown as a deduction from re- 
ceipts on the daily Treasury statement prior to the reporting of the 
net budget receipts item. That is a credit to the trustees of the trust 
fund. 

Monthly, I believe, the process is followed of converting the then 
accumulation, the balance of the accumulation, into Government secu- 
rities issued to absorb the investment for the funds that have accu- 
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mulated in the month. The funds are then brought back as public- 
debt receipts and available for general Treasury expenditures. 

Mr. Wiyyn. Mr. Smith, would you agree that to the extent that 
FICA tax rate levied on the employee may be changed in the future, 
the capacity of individual persons affected by that tax rate to pay 
other taxes is thereby affected ? 

Mr. Smiru. On the traditional economists’ all-things-being-equal 
assumption, I would think that is certainly a correct statement. It is 
something that comes out of the individual’s ability to do a variety 
of things, be it to pay other taxes, be it to make consumption expendi- 
tures, be it to make private savings. Yes. 

Chairman Curtis. Mr. Goodwin ? 

Mr. Goopwin. Mr. Chairman, I think I am going to forego any 
question although any discussion with Mr. Smith is always a delight- 
ful experience, because of his knowledge of the subject. I think 
anything brought out in answer to any questions I would ask would 
be cumulative. 

I have no questions. 

Chairman Curtis. Mr. Curtis of Missouri ? 

Mr. Curtis of Missouri. Do you know whether or not the Treasury 
budgets as an expense to OASI any of your cost in collecting the 
OASI tax? 

Mr. Smirx. I am not certain. I think so. 

Mr. Curtis of Missouri. Has the Treasury ever made an estimate 
of the cost of collection of the various kinds of taxes, for instance, 
OASI and, let us say, excises? 

Mr. Smirn. Yes; we have. 

Mr. Curtis of Missouri. Is the OASI tax a relatively expensive tax 
to collect, or not ? 

Mr. Smirn. My impression is, and I think I am quite correct in 
this, that it is a relatively inexpensive tax to collect, especially be- 
cause it is fitted in with the individual income tax, which is also 
withheld. 

Mr. Curtis of Missouri. Yes. Now, one other question. 

In regard to your table No. 1, I was particularly interested in the 
last column, where you show the increase during the period portrayed 
there of the public debt held by the OASI trust fund. And I am 
interested in trends. And, of course, 1941 to 1950, if you divide that 
$10,800 million by 10, you get an average of about 1.1 increase each 
vear. And probably the greater increase was in the latter years. 
That increase continues through 1951, to 1.6, and then 1952, 1.9, and 
then drops to 1.5. Now, the question I have in mind: Do your pro- 
jected figures for 1954 show a decline in that estimate of increase? 
Or what would it show? In other words, is this the beginning of a 
new trend, where the amount of increase is going to taper off? 

Mr. Smirn. The changes should be somewhat spotty as between 
years, because of the lags in the timing of the tax increase in 1950, 
and the benefit increases at that time. 

Mr. Curtis of Missouri. Well, there has been a steady increase, 
though, from 1941 to 1953 in the amounts of increase for each year, 
and I think that is the way it is anticipated and was planned. But in 
1953, for the first time, we see the increase curve going down. It is 
dipping. And I am very much interested in any information you 
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might have on projecting into 1954 as to whether that increase curve 
is going to continue to decline. 

Mr. Satn. For 1954, the figure I have is substanti: illy the same 
‘a very little bit less than in 1953. 

Mr. Curtis of Missouri. It is less, though Is that right? 

Mr Situ On the figure that I have, which is some months old. 
T have not, I must confess, a current best estimate from the Bureau 
of the Budget office. 

Mr. Curtis of Missouri. What is the figure you do have, though ? 

Mr. Smirn. I have $1,611 million, which, incidentally, is higher 
than shown here. But that corresponds to a $1.7 billion figure, which 
was also an estimate, for the year 1953. So both of them are down. 

Mr. Curtis of Missouri. Is the Treasury watching that particular 
point? In other words, when OASI was set up, it was anticipated, 
of course, that your income would far exceed your expenditures, 
for many years. But the time would come when, Pi course, our 
expenditures would begin to exceed our income. Now, in watching 
for that time, one way of telling it would be whether your increase 
begins to taper off. And that is the reason I have posed that question, 
whether you have thought of that, and whether the Treasury is watch- 
ing that, and if so, what your comments are on it. 

Mr. Smirn. Yes, we are watching it, and we are concerned with it. 
Because this net figure, of course, is, you might say, an automatic 
source of borrowed funds in terms of planning the public debt prob- 
lems, of borrowing from outside of the Treasury, or funds available 
for retirement of debt. This is as significant an item to us from that 
standpoint as ordinary revenue. 

Mr. Cvrris of Missouri. Well, if this actually is what I think it 
might easily be, the point at which we have reached the peak of the 
amount of the increase, and we are now going into a period where 
these increases will continue to decline in amount, we could get some 
indication of what is in the future. And in particular we can get 
some idea of whether—at least it is an important fact to consider— 
there should be an increase in the social-security tax rate, which, of 
course, the Treasury Department, I believe, along with the Bureau 
of the Budget, recommends against. 

Am I not correct in that ? 

Mr. Smiru. The President recommended, I think, in his tax mes- 
sage of May 20, that the increase be postponed for 1 year. 

Mr. Curtis of Missouri. For 1 year. And then the Treasury fol- 
lowed that? 

Mr. Situ. Oh, certainly. Yes. That was the Treasury recom- 
mendation. 

Mr. Curtis of Missouri. It was the Treasury recommendation to 
the President, and the President carried on. 

Mr. Smitn. That is right. 

Mr. Curris of Missouri. Thank you. 

Mr. Situ. The projection that I have seen—I recall some fig- 
ures, and I am not even sure as to the source—indicated that for 
several years there would still be a net increase in the fund, assuming, 
and there are many assumptions in this, of course, the high level of 
employment. 
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Mr. Curtis of Missouri. But the question I am posing, and I think 
you understand what I mean, is, is that curve of net increase going 
to continue to goup? Because it has been going up until 1953, when 
that increase shows a decline in ratio. 

Mr. Smirn. It is my impression that it would move down slowly. 

Mr. Curtis of Missouri. One other question. Of course, these are 
all based on dollar values, are they not? 

Mr. Smirn. Yes. 

Mr. Curtis of Missouri. And, of course, it would directly reflect 
it in the wages, too, because the tax is a percentage of a wage. Might 
not this increase during the period, the ratio of increase, be reflecting 
the inflated dollar? It would reflect inflation, would it not? 

Mr. Smiru. I think it definitely does reflect that; and also the rela- 
tive timing of changes in wages through inflation, to which you have 
referred, and any modifications in the benefit payments of a more or 
less corresponding sort which might at some time in the future be 
made. Lags and leads there, I presume, also might be relevant. 

Chairman Curtis. Are there any other questions ? 

Mr. Smith, again I want to thank you for being here. While these 
things do not perhaps refer to any particular section, let us say, of 
the social-security law, it does have a very great bearing on it. For 
instance, your reference to the change in personal exe -mption in in- 
come tax, from the time it was $4,000 to where it got to $500, has made 
a tremendous difference in the ability of people to save and provide 
for their own old age. It also has its effect on how much social- 
security taxes an individual might be willing to pay and could pay, as 
to where that personal exe mption is. And this background material 
and these data that you have given us add to our consideration of all 
these questions, and we thank you very, very much for your 
appearance. 

Mr. Smrru. We will count on you to call on us for any supplemental 
material. 

Chairman Curtis. The committee will stand adjourned until 
o’clock. 

(Whereupon, at 12:45 p. m., a recess was taken until 2 p. m., this 
same day.) 

AFTER RECESS 


Chairman Curtis. The committee will come to order. 

Mr. Edward F. Denison, if you will step forward, please. 

Mr. Denison, you are appearing here as a representative of the De- 
partment of Commerce, are you not ? 





STATEMENT OF EDWARD F. DENISON, ASSISTANT DIRECTOR, 
OFFICE OF BUSINESS ECONOMICS, DEPARTMENT OF COMMERCE 





Mr. Denison. Yes, sir. 

Chairman Curtis. I might say before we have you present your 
statement that from the very inception of social security the level of 
national income has been something that has had to be referred to 
often. The projections made for taxes and benefits and all of these 
things are taken into account, the general economic situation in the 
country as well as total wages paid and everything else, all of which 
is a part of what sometimes might be described, at least by the layman, 
as national income. 
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So we have asked the Department of Commerce for this statement 
which you are about to give. 

You may proceed with your statement at this time, Mr. Denison. 

Mr. Denison. Thank you, Mr. Chairman. 

The national income, or the value of the Nation’s output of goods 
and services at factor cost, is estimated at $308 billion at annual rates 
in the first half of 1953, a rate almost 6 pere ent above that for the year 
1952 as a whole and more than 3 times the 1929 total. 

Chairman Curtis. May I interrupt you right there? You are talk- 
ing about calendar years in this paper ? 

Mr. Dentson. That is correct, except for the first half of 1953. 

Chairman Curtis. But you are not talking about fiscal years. 

Mr. Denison. That is correct. 

Chairman Curtis. You may proceed. 

Mr. Denison. The rise in national income since 1929 has been accom- 
panied by significant shifts in the distributive shares. | Compensa- 
tion of employees and corporate profits before tax have increased rela- 
tive to total national income, while other major shares—income of 
unincorporated enterprises, and rental and interest income of per- 
sons—now account for a smaller proportion of the total than was the 
case in 1929. These shifts as well as the major factors underlying the 
absolute increases in the various distributive shares during the past 
21% decades are reviewed below. 

Estimates of national income by major distributive shares for 

-alendar years 1929-52 are shown in the attached table 1. In addition, 
the table includes preliminary estimates of the various income shares 
for the first 6 months of 1953 as well as estimates of the total national 
income in a few selected years prior to 1929. It is to be noted, how- 
ever, that the estimates for years prior to 1929 were developed in con- 
siderably less detail than those for subsequent years. The Office of 
Business Economics does not publish national product or income esti- 
mates back of 1929 

Compensation of employees, including wages and salaries and 

various income supplements, such as employer social security contribu- 
tions, increased from $50.8 billion in 1929 to an annual rate exceeding 

$206 billion in the first half of 1953. Asa result of this large increase, 
compensation of employees presently accounts for 67 percent of na- 
tional income, as compared with 58 percent in 1929. 

Despite important internal shifts, the share of the national income 
originating in the form of wages and salaries in the private sector of 
the economy has increased only slightly since 1929. In the first half 
of 1953 private wages and salaries accounted for close to 53 percent 
of national income, up 1 point from the similar percentage for 1929. 
A large part of the explanation of the relative increase in employee 
compensation in the total income is to be found in the rise in Govern- 
ment wages and salaries from $5 billion in 1929 to an annual rate of 

$33.4 billion during the first 6 months of 1953. Those figures include 

military compensation. An additional factor has been the increasing 
importance of the various income supplements. In 1929 and the early 
1930’s these supplements amounted to roughly $0.5 billion. Employer 
contributions to social insurance and other labor income presently add 
about $10 billion to wages and salaries. For further discussion on the 
matter of shifts in the distributive shares of national income, reference 
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is made to an article called, Distribution of National Income which 
appeared in the Survey of Current Business for June 1952. 

The major determinants of the $155 billion rise in employee com- 
pensation are summarized in the attached table 2. In connection with 
this table several points are noteworthy. 

1. The labor force, including the Armed Forces, has increased by 
more than one-third since 1929, 

2. Although the labor force has been expanded by more than 17 
milloin persons during the past 21% decades, an even higher proportion 
of this force is now employed than was the case during 1929. 

3. Average hours worked per week in manufacturing industries 
have declined by 7 percent since 1929 but at the same time the average 
hourly wage rate in these industries has gone from $0.57 to $1.75. 

The income of unincorporated enterprises has almost tripled since 
1929 but nevertheless has declined relative to total national income. 
In 1929 this share accounted for almost 16 percent of national income, 
as compared with 13 percent in the first half of 1953. 

This relative decline in the income of unincorporated enterprises 
may be largely traced to developments in the farm sector. Net farm 
earnings of unincorporated enterprises accounted for 4.2 percent of 
national income in the first half of 1953, as compared with 6.5 percent 
in 1929. During this period total farm output (net production for 
human use) has increased by about one-half, while prices received by 
farmers have risen by roughly three-fourths. At the same time, how- 
ever, it is estimated that the value of intermediate farm products 
consumed (feeds, seeds, fertilizer, etc.) has increased by 125 percent. 

Both rental income and interest income of persons have declined 
relative to national income since 1929. In 1929 net interest income ac- 
counted for more than 7 percent of national income, as compared with 
about 2.5 percent in the first half of this year. The comparable per- 
centages for rental income of persons are 6.6 and 3.4. 

The combination of a larger number of rental units and higher 
rental rates have produced an appreciable absolute increase in rental 
income of persons. Nevertheless, rental rates have lagged considerably 
behind prices in general and as a result this share has declined rela- 
tive to total national income. 

Net private debt increased from $161 billion at the end of 1929 to 
almost $303 billion at the end of 1952. Despite this rise in debt out- 
standing, net interest income of persons in the first half of 1953 (an- 
nual rates) was only $1 billion above the total for 1929. The major 
factor underlying this relative decline was, of course, the downward 
trend of average interest rates during most of this period. 

Corporate profits fluctuate more than either total national income 
or any of the other major distributive shares. 

Corporate profits and inventory valuation adjustment now account 
for a somewhat larger proportion of national income than in 1929. 
However, during the period 1929-53 (first half of 1953 at annual 
rates) corporate profits liabilities increased by $19 billion. Conse- 
quently, corporate profits after taxes were about 6.5 percent of national 
income in the first half of this year, as compared with 9.6 percent in 
1929. 

Chairman Curtis. Mr. Denison, we will have printed in the record 
these tables that you have attached, and they will appear as part of 
your statement. 
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(The tables are as follows :) 


















TaBLe 1.—National income by distributive shares 


[Billions of current dollars] 





1909 | 1914 | 1919 | 1925 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 
| 





| | 

NATIONAL INCOME. ....-. | 33. 5 35.9 | 68.9 76.2 | 87.4 75.0 | 58.9 | 41.7 | 39.6 | 48.6 | 56.8 

| | | | | | 
Compensation of employees. .....|.....-| }......| 50.8 | 46.5 | 39.5 | 30.8 | 29.3 | 34.1 | 37.1 
Wages and salaries. ..........]...... | 50.2 | 45.9 | 38.9 | 30.3 | 28.8] 33.5 | 36.5 
Private saeuiedndden | | ldtens 45.2 | 40.7 | 33.6 25.3 | 23.7 | 27.4 | 30.0 
Government sail soem LinacipitGcccel Gina ae 6.3} 50) 52] 61) 65 

> . Supplements to wages and | | | 
salaries J ee coset | a | 6 | 6 -6 | 5 | 5 | 5 | 6 
Income of unincorporated enter- | | | | | | 
prises Ric ben aapgell j.....-|------| 13.9]11.0] 82] 49] 6&2] 66] 99 
Business and professional . - seth | 83] 7.0] 53] 32] 29] 43] 8&0 
Farm proprietors’ net income-_|____- ae | 5.7] 3.9 29] 1.7| 23 | 23] 49 
. Rental income of persons | | | | 5.8) 48 3.6 ae) 20; 21] 23 
: Corporate profits and inventory | | | | 

valation adjustment... ue 110.3} 66] 1.6 |—2.0|-20] 1.1] 3.0 
Corporate profits after taxes. -| | 8&4] 25 |—-1.3 j-3.4/—-.4] 10] 23 

Inventory valuation adjust- | 
ment eet eee ecw eee ah St eer oS 0 |-2.1| —.6] —.2 
Net interest stbavebucukiteeere ; Cad 6.5] 62) 59] 54) 50) 48] 45 


Source: U. S. Department of Commerce, Office of Business Economics, October 6, 1953. 


1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 


NATIONAL INCOME........| 64.7 | 73.6 | 67.4 | 72.5 | 81.3 [103.8 |137.1 |169.7 |183.8 |182.7 |180.3 

















































| 
| } | | | | 
Compensation of employees......| 42.7 | 47.7 | 44.7 8 | 51.8 | 64.3 | 84.9 {109.2 [121.2 {123.0 117.1 
Wages and salaries...........| 41.8 | 45.9 | 42.8 5.7 | 49.6 | 61.7 | 81.9 105.6 |116.9 |117.7 |111.2 
Private | 33.9 | 38.4 | 34.6 | 37.5 | 41.1 | 51.5 | 65.8 | 78.8 | 83.4 | 82.1 | 90.6 
Government |} 729) 7.5) 8&2) 82) 8.5 | 10.2 | 16.1 | 26.8 | 33.5 | 35.6 | 20.6 
Supplements to wages and | | | | | | | | | 
salaries . “<On LTT EO! SET SS) SE] S01 SEr 48) hd) aS 
Income of unincorporated inter- | | 
prises | 9.9] 12.2] 10.8 | 11.3 | 12.7 | 16.5 | 23.0 | 26.7 | 29.0 | 31.2 | 35.4 
Business and professional | 6.1 6.6} 63] 68) 7.7] 9.6 | 12.6] 1680 | 17.2 | 18.7 | 20.6 
Farm proprietors’ net income 28 6.6] 44] 45 4.9] 6.9] 10.5 | 11.8) 11.8 2.5 | 14.8 
Rental income of persons. 2.7) 3.1] 3.3 3.5] 3.6] 4.3 5.4 6.1} 6.5] 6.3 6.6 
Corporate profits and inventory 
valuation adjustment 1 4.9] 6.2 4.3 5.8 9.2 | 14.6 | 19.9 | 24.3 | 24.0 | 19.2 | 18.3 
Corporate profits after taxes..| 4.3 4.7 2.3 5.0 6.4) 94) 9 10.6 | 10.8 8.5 | 13.9 
Inventory valuation adjust- | | | 
ment ‘ cool “et 0 | 1.0] —.7} —.1 |-2.6 |-1.2 | —.8 |] —.3 | —.6 |-—5.2 
Net interest - wi---| 45] 44] 43] 42] 41] 41] 39] 34] 31] 80] 29 
| 2 | fg rR | Re 
1947 1948 | 1949 1950 | 1951 | 1952 1953 ! 
| | | 
v NATIONAL INCOME. ..-.-- 198. 7 223.5} 216.3 | 240. 6 278. 4 | 291.6 308. 0 
Compensation of employees_-_-_--- 128.0 140. 2 139. 9 153.3 178.9 193. 2 206. 2 
Wages and Salaries. ........-- 22. 1 134. 4 133. 4 145. 6 169. 8 183. 6 196. 2 
Private ccnnngadnenite 8 115.7 113.0 123. 4 141.2 151.1 162. 9 
Government. -. abies 17.3 18.7 20. 4 22. 1 28.7 32. 5 33. 4 
Supplements to wages and 
e Salaries__.--- : ‘ 5.9 5.8 6.6 7.9 9.1 9.6 10.0 
Income of unincorporated enter- | 
prises . ne sibn Mievadedian 35. 4 39.8 34.4 37.0 41.6 41.1 39.8 
Business and professional 19. 22.1 21.6 23. 6 26.1 26.3 27.0 
Farm proprietors’ net income 15. 6 17.7 12.8 13.3 15.5 14.8 12.8 
Rental income of persons 7.1 7.5 ae 8.5 9.1 10.0 10.4 
Corporate profits and inventory 
valuation adjustment .__._- 24.7 31.7 29. 2 36. 0 42.4 40.2 43.8 
Corporate profits after taxes___. 18. 5 20.7 16. 3 22.7 20.1 18. 6 20. 4 
Inventory valuation adjust- 
ment. Se uncapenaieas —5.8 —2 2.1 —5.0 —1.3 -.7 
eee SOPONE 5 02s vetecdes. 3.5 4.3 5.0 | 5.7 6.4 7 7.6 














11st half preliminary. 
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TABLE 2.—Major determinants of employee compensation 





Average 
hourly 
7m nlov- rave ; 
I me loy Fav rage wage rates 
al Tmnlov- ment as a no S per ( iface 
Year Labor Employ percent of | week (man-| ‘780 faa 
force ! ment ! , turing in- 
the labor | ufacturing dustries)— 
See indi ee ‘ 
force industries Index 
1939 = 100 
Millions Mil 8 
1900..<--- 49.4 417.9 96.9 44.2 89.4 
1933. 51.8 39.0 75.3 38. 1 69.8 
1937. 54.3 46.6 85.8 38.6 98. 6 
1941 57.4 51.8 90.3 40. 6 115.2 
1945 65. 1 64. 1 98. 4 43.4 161.6 
1949 63.6 60. 2 94.7 39. 2 221.3 
1950 64. 6 61.5 95. 1 40.5 231.4 
1951 66. 0 64. 1 97.2 40.7 251. 2 
1952 66. 64.9 97.5 40.7 263.8 
1953 66. 6 65. 0 97.5 40.9 276. 5 
1 Including Armed Forces. 
2 January-June average. 
Source: U. S. Department of Labor and U. 8. Department of Commerce, Office of Business Economics, 
Oct. 6, 1953 


Chairman Curtis. Perhaps it is well that at this time we go over 
those tables and have you describe them just a little bit. 

What, in a few words, does table 1 show ? 

Mr. Denison. Table 1 shows national income by distributive shares 
in billions of current dollars. It shows a breakdown of the national 
income as between the compensation of employees with some detail, 
the income of unincorporated enterprises divided between farm and 
nonfarm enterprises, the rental income of persons, corporate profits 
and inventory valuation adjustment, with some detail, and net interest. 

Chairman Curtis. How do you define national income 4 

Mr. Denison. National income measures the output of the Nation 
in terms of earnings received by suppliers of the factors of produc- 
tion, or in terms of its composition, it is the sum of the compensation 
of employees, the earnings of corporations, the earnings of noncorpo- 
rate business firms, net interest, and the rental income of persons, 
all measured before the deduction of taxes upon income. 

Chairman Curtis. It does not mean profit. 

Mr. Denison. No, sir. 

Chairman Curtis. What is gross national product? 

ot Denison. Gross national product measures the market value of 
the Nation’s production of goods and services before deduction of 
durable capital goods used up in current production, and measured at 
market prices. 

Chairman Curtis. Gross national product and national income 
often hit about the same figure, do they not? 

Mr. Denison. No; the gross national product is always larger. It 
is larger chiefly by two things: First, by the amount of capital con- 
sumption allowances, depreciation, and so on, and second by the 
amount of indirect business taxes, which are included. 

Chairman Curtis. Referring to table 1, the first line, national in- 
come, is the total national income what you give there ? 

Mr. Denison. Yes, sir. 

Chairman Curtis. Table 1 is spread on three pages, is it not, the 
way we have it here? 
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Mr. Denison. It is only two pages the way I have it. 

Chairman Curtis. At any rate, it is spread from the year 1909, 
certain selected years, over to and including the first half of 1953. 

Mr. Denison. That is correct; it is three pages. 

Chairman Curtis. All the way through these three pages of table 1 
you have distinguished between private wages and Government wages. 

Mr. Denison. Yes, sir. 

Chairman Curtis. Does government include just the Federal Gov- 
ernment or State or local governments as well? 

Mr. Denison. It includes State and local government as well. 

Chairman Curtis. Under unincorporated enterprises, you have two 
divisions, 1 agricultural and 1 nonagricultural. 

Mr. Denison. Yes, sir. 

Chairman Curtis. Where would corporate farming go? 

Mr. Denison. That would appear under corporate profits. It is a 
quite small figure, but that is where it would appear. 

Chairman Curtis. In other words, your main categories are unin- 
corporated enterprises and corporate. 

Mr. Denison. That is correct. 

Chairman Curtis. And then in each you might break down between 
agricultural and nonagricultural. 

Mr. Denison. Yes; that is correct. 

Chairman Curtis. What does table 2 show ? 

Mr. Denison. Table 2 shows the major determinants of employee 
semen It shows the size of the labor force. It shows the 
number of people employed. It shows the employment as a percent 
of labor force. It shows the average hours per week in manufacturing 
industries, and it shows the average hourly wage rates in manu- 
facturing industries. I should make clear that you cannot simply 
multiply, these things out and come out with employee compensa- 
tion because, for example, the wage-rate data include only manu- 
facturing whereas total payrolls include all industries, and for sev- 
eral other reasons. This sort of detail is not available for a break- 
down exactly comparable. 

Chairman Curtis. On table 2, the column entitled, “Employment 
as percent of the labor force,” would the difference between 100 and 
the figure shown there indicate the percent of unemployment? 

Mr. Denison. Yes, sir. 

Chairman Curtis. You never have 100 percent. 

Mr. Denison. No, sir. 

Chairman Curtis. By the very fact that people change jobs, and 
rest, and transfer, and this and that. 

Mr. Denison. That is correct. 

Chairman Curtis. Mr. Winn, you may proceed with your questions. 

Mr. Winn. Mr. Denison, can you tell me whether the amount of 
FICA taxes, title II social-security taxes, made by employers, is in- 
cluded in the national income figures at factor cost ? 

Mr. Dentson. Yes, sir; it is. 

Mr. Winn. Would increasing the rate of the FICA taxes paid by 
employers affect the size of the national income? 

Mr. Denison. On the assumption that no other type of income was 
changed, it would. That isan assumption. 

Mr. Winn. What other monetary 

Chairman Curtis. In what way would it affect it, up or down / 
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Mr. Denison. It would raise it if you raised the tax rate. 

Chairman Curtis. To raise the tax would raise the national income? 

Mr. Denison. It would, as I say, on the assumption that no other 
type of income share was affected, which may not be true. 

Chairman Curtis. Go ahead. 

Mr. Winn. What other monetary factors, Mr. Denison, affect the 
dollar amount of the national income ? 

Mr. Denison. The dollar amount of the national income is de- 
pendent upon the movement of the general price level, which affects 
directly or indirectly all types of income. That affects the size of 
farm income in dollars by raising or lowering the amount of farm 
receipts, it affects average wage rates, and it affects all other types of 
income. 

Mr. Winn. Although changes in monetary factors may change the 
dollar amount of the national income, they do not change the actual 
amount of goods and services produced, do they 

Mr. Denison. That is correct. 

Chairman Curtis. We cannot quite hear you up here. 

Mr. Denison. That is correct. 

Mr. Winn. What are the real factors which affect the size of the 
national income, Mr. Denison? 

Mr. Dentson. In the broadest terms the real size of the national 
income depends upon the amount of our labor and capital resources, 
upon the intensity with which we use them, and upon the efficiency 
with which we organize them in production. It is sometimes con- 
venient to think of the size of the real national income as being related 
to the size of the labor force, and to the percentage of the labor force 
which is employed and to the average hours of work, which determine 
together total man-hours of work, together with changes in total 
output per man-hour. But if we view the matter in that way, we 
must, of course, remember that output per man-hour becomes simply 
a statistical reflection of the amount of capital with which labor is 
working and the efliciency of management and of all the other influ- 
ences which bear upon the size of the total output. 

Mr. Winn. But these other factors to which you referred in the 
beginning of your answer—it is those real factors which actually 
affect the size of the national income in terms of what is produced in 
the United States and out of which our consumption needs, investment 
in our capital goods, and payment of our taxes must be met, is that 
not true ¢ 

Mr. Denison. That is correct. 

Mr. Winn. What has been the average increase in output producea 
per man hour of work in the United States duri ing, say, the last 20 or 
50 years ¢ 

Mr. Denison. Over a long period of time the average increase in 
total real output has been about 3 percent a year and the average 
increase in output per man-hour in private industry has been slightly 
under 2 percent, about 1.8 percent, as nearly as it can be computed. 

Mr. Winn. When you say 3 percent a year in the first place and 1.8 
percent a year in the second, that is cumulative over the years. 

Mr. Denison. That is correct. 

Mr. Wiyn. What has been the average increase in total production 
of goods and services in the United States during, say, the last 20 or 
30 years? 
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Mr. Denison. That is the 3 percent to which I refer. Actually, 
1952 was just about exactly double 1929. 

Mr. Winn. So the cumulative effect of this 3 percent a year has 
amounted to about 100 percent of the 1929 rate in 1952? 

Mr. Denison, can you project this rate of increase in output per 
man-hour or this rate of increase in production into the future and 
project national income by making certain assumptions ¢ 

Mr. Dentson. Yes; you can, of course, project the national income 
or product into the future if you make a sufficient number of assump- 
tions. How closely the projection you come out with will correspond 
to the actual future situation depends, of course, on how good these 
assumptions may turn out to be. You can make a simple projection 
simply on the basis of the observation that over a long period in the 
past the average increase in real national income as between high 
employment years has averaged about 3 percent a year as a result of all 
the influences which bear upon it. One, if he wishes, may assume that 
this rate of growth will continue into the future. If you do that, 
obviously you come out with a projection of total national income. 

You would also have to stipulate that it was going to be a high 
level of employment period that you are talking about, and also have 
to make some assumptions about the general price level. 

A somewhat more elaborate projection could be made by dealing 
separately with the size of the iabor force and the percentage of the 
labor force employed, average hours of work, and the change in out- 
put per man-hour and all factors which bear upon it, and come up 
with a projection on that basis. As I say, how good the projection 
is depends solely on how good your assumptions are, and that neces- 
sarily involves the question in part of whether the same sort of forces 
which have operated in the past continue to operate in the future, 
and in the same way and to the same degree. 

Mr. Wiyn. As a result of the inclusion of these assumptions as 
the basis for these projections it is obvious then that these projections 
are just that, and that they should not be considered as predictions as 
to what the national income in the future will be; is that true? 

Mr. Denison. That is certainly true. 

Mr. Win. Is it true that as you attempt to project the national 
income further ahead it becomes less likely that the projections will 
ever be in agreement with the actual future national income? 

Mr. Denison. Yes; I should say so. I might just distinguish there. 
Of course, you take a very short run period like next year or the year 
after, you can possibly be even further off percentagewise than if 
you are quite a ways in the future, because of the possibility of cycli- 
cal changes, but as far as your full employment or high-level employ- 
ment is concerned, certainly the further away you go the more hazard- 
ous is such a projection. 

Mr. Winn. It is more hazardous to go into the long-range projec- 
tion as compared to the short range ? 

Mr. Denison. Yes. 

Mr. Winn. Mr. Denison, how does a substantial change in the 
birthrate affect long-range projections of the national income? 

Mr. Dentson. One of the factors, obviously, that has to be consid- 
ered in such a projection is what the size of the labor force is going 
to be at the time to which you are projecting. That depends upon 
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the number of people who are born some sixteen- to twenty-some-odd 
years earlier. If you are going beyond the period where the children 
are already born, it means you have to make some assumptions as to 
how many are going to be born in the meantime, and if that figure 
turns out to be different from what it has been in the past or what you 
might expect it to be, then that part of your projection would be off. 

Mr. Winn. As a matter of fact, there has been a substantial change 
in the birthrate of the United States recently, has there not? 

Mr. Denison. Yes; there has. 

Mr. Winn. You do not know whether that was projected or not 
prior to the time that change occurred, or do you ¢ 

Mr. Denison. I think you have had testimony on that from another 
witness. From my own personal knowledge, I have seen projections 
which were made before the war of a population that did not look 
very much like the actual population, but substantially lower. 

Mr. Wry. Mr. Denison, what are the major components of national 
income during any given year? 

Mr. Denison. The major components are the compensation of em- 
ployees, corporate earnings before taxes, the income of unincorporated 
business enterprises, the rental income of persons, and net interest. 

Mr. Winn. Those are the same items which you have listed on 
table 1. 

Mr. Denison. That is correct. 

Mr. Winn. And the same items regarding which the chairman asked 
you some questions earlier? 

Mr. Denison. Yes, sir. 

Mr. Winn. By looking at table 1, we find that in the year 1929 the 
percentage of national income covered by the category compensation 
of employees came to what percentage, Mr. Denison ? 

Mr. Denison. The compensation of employees comprised 58 percent 
of the national income in 1929. 

Mr. Winn. 50.8? 

Mr. Denison. 58.1 percent, to be precise. I think you are looking 
at the dollar figure of 50.8 billion. It just chances to be quite close. 

Mr. Winn. You areright. Similarly, what percent of the national 
income in the year 1952 was covered by the category compensation of 
employees? 

Mr. Denison. 66.3 percent. 

Mr. Winn. I note that compensation of employees is made up of 
two major types of income, wages and salaries on the one hand, and 
supplements to wages and salaries on the other. You mentioned in 
your statement, I believe, that the supplements included employeers’ 
payments under FICA taxes. How do you define supplements to 
wages and salaries? 

Mr. Denison. Supplements to wages and salaries consist of all the 
forms of compensation of employees which are not wages and salaries. 
That may sound like a paradox, but we like to keep the wages and 
salaries term simply for what people ordinarily think of in those terms, 
so whatever is not ordinarily thought of as wages and salaries, and 
usually reported as such we classify as supplements. They include 
two chief sorts of items, one of which is employer contributions to 
all types of social-insurance funds, and the other is a miscellany of 
payments which come to employees, such as compensation for injuries 
as an example. 
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Mr. Wry. Private pension plans? 

Mr. Dentson. Employer contributions to private pension plans. 

Mr. Winn. Group i insurance paid by employers. 

Mr. Denison. That is correct. 

Mr. Winn. In 1929 again referring to table 1, how many billions 
of dollars were the supplements to wages and salaries, Mr, Denison. 

Mr. Denison. They were $0.6 billion, or $600 million. 

Mr. Winn. In 1952, the supplements to wages and salaries amounted 
to how many billions of dollars ? 

Mr. Denison. $9.6 billion. 

Mr. Winn. What percent of the total compensation of employees 
was made up of supplements to wages and salaries during 1929, Mr. 
Denison ? 

Mr. Denison. One percent. 

Mr. Winn. And in 1952, this item of supplements to wages and 
salaries amounted to what percentage ? 

Mr. Dentson. Five percent of total compensation of employees. 

Mr. Wrxn. How do you account for this rather rapid increase in 
the supplements to wages and salaries ? 

Mr. Dentson. The major single cause was simply the fact that most 
of the social-insurance programs, including the old-age and survivors 
insurance program, the unemployment compensation programs of the 
States, the railroad retirement and unemployment insurance pro- 
grams, iene did not exist in 1929, so there was no such entry. In 
addition, there has been a very large increase in such programs as State 
and local government employee retirement funds, much more than 
the proportionate increase in the national income. There also has 
been a very large increase in the amounts of employer contributions to 
private pension and welfare funds. 

Mr. Winn. When you use the phrase “social insurance,” are you 
including in that phrase contributions by employers to private pension 
funds? 

Mr. Dentson. No; I was not. 

Mr. Winn. What percentage of the national income was represented 
by net interest in 1929? 

Mr. Denison. Seven and five-tenths percent. 

Mr. Winn. And in 1952 net interest represented what percent of 
the national income ? 

Mr. Denison. Two and four-tenths percent. 

Mr. Wry. Is interest on the Federal debt included in national 
income ¢ 

Mr. Dentson. No, sir; it is not. 

Mr. Winn. Does that mean that net interest does not include inter- 
est paid by the Government on bonds held by Federal trust funds? 

Mr. Denison. That is correct. 

Mr. Winn. Why is this so, Mr. Denison? 

Mr. Dentson. We view the national income as a measure of income 
which arises in the current production of goods and services. As a 
result, we feel that there is no current production of goods and services 
which corresponds to the payment of interest by the Federal Govern- 
ment, and in particular we feel that to include it would distort any 
comparison of prewar and postwar national-income figures, since the 
great bulk of the rise in Federal interest payments has arisen as a 
result of the huge rise in debt during the war. 
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the number of people who are born some sixteen- to twenty-some-odd 
years earlier. If you are going beyond the period where the children 
are already born, it means you have to make some assumptions as to 
how many are going to be born in the meantime, and if that figure 
turns out to be different from what it has been in the past or what you 
might expect it to be, then that part of your projection would be off. 

Mr. Winn. As a matter of fact, there has been a substantial change 
in the birthrate of the United States recently, has there not? 

Mr. Denison. Yes; there has. 

Mr. Winn. You do not know whether that was projected or not 
prior to the time that change occurred, or do you ¢ 

Mr. Denison. I think you have had testimony on that from another 
witness. From my own personal knowledge, I have seen projections 
which were made before the war of a population that did not look 
very much like the actual population, but substantially lower. 

Mr. Win. Mr. Denison, what are the major components of national 
income during any given year? 

Mr. Denison. The major components are the compensation of em- 
ployees, corporate earnings before taxes, the income of unincorporated 
business enterprises, the rental income of persons, and net interest. 

Mr. Winn. Those are the same items which you have listed on 
table 1. 

Mr. Denison. That is correct. 

Mr. Winn. And the same items regarding which the chairman asked 
you some questions earlier ? 

Mr. Denison. Yes, sir. 

Mr. Winn. By looking at table 1, we find that in the year 1929 the 
percentage of national income covered by the category compensation 
of employees came to what percentage, Mr. Denison ? 

Mr. Denison. The compensation of employees comprised 58 percent 
of the national income in 1929. 

Mr. Winn. 50.8? 

Mr. Denison. 58.1 percent, to be precise. I think you are looking 
at the dollar figure of 50.8 billion. It just chances to be quite close. 

Mr. Winn. Youare right. Similarly, what percent of the national 
income in the year 1952 was covered by the category compensation of 
employees ? 

Mr. Denison. 66.3 percent. 

Mr. Winn. I note that compensation of employees is made up of 
two major types of income, wages and salaries on the one hand, and 
supplements to wages and salaries on the other. You mentioned in 
your statement, I believe, that the supplements included employeers’ 
payments under FICA taxes. How do you define supplements to 
wages and salaries? 

Mr. Dentson. Supplements to wages and salaries consist of all the 
forms of compensation of employees which are not wages and salaries. 
That may sound like a paradox, but we like to keep the wages and 
salaries term simply for what people ordinarily think of in those terms, 
so whatever is not ordinarily thought of as wages and salaries, and 
usually reported as such we classify as supplements. They include 
two chief sorts of items, one of which is employer contributions to 
all types of social-insurance funds, and the other is a miscellany of 
payments which come to employees, such as compensation for injuries 
as an example. 
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Mr. Wry. Private pension plans? 

Mr. Dentson. Employer contributions to private pension plans. 

Mr. Winn. Group insurance paid by employers. 

Mr. Denison. That is correct. 

Mr. Winn. In 1929 again referring to table 1, how many billions 
of dollars were the supplements to wages and salaries, Mr. Denison. 

Mr. Denison. They were $0.6 billion, or $600 million. 

Mr. Winn. In 1952, the supplements to wages and salaries amounted 
to how many billions of dollars ? 

Mr. Denison. $9.6 billion. 

Mr. Winn. What percent of the total compensation of employees 
was made up of supplements to wages and salaries during 1929, Mr. 
Denison? 

Mr. Dentson. One percent. 

Mr. Winn. And in 1952, this item of supplements to wages and 
salaries amounted to what percentage ? 

Mr. Denison. Five percent of total compensation of employees. 

Mr. Winn. How do you account for this rather rapid increase in 
the supplements to wages and salaries? 

Mr. Denison. The major single cause was simply the fact that most 
of the social-insurance programs, including the old-age and survivors 
insurance program, the unemployment compensation programs of the 
States, the railroad retirement and unemployment insurance pro- 
grams, dant did not exist in 1929, so there was no such entry. In 
addition, there has been a very large increase in such programs as State 
and local government employee retirement funds, much more than 
the proportionate increase in the national income. There also has 
been a very large increase in the amounts of employer contributions to 
private pension and welfare funds. 

Mr. Winn. When you use the phrase “social insurance,” are you 
including in that phrase contributions by employers to private pension 
funds? 

Mr. Dentson. No; I was not. 

Mr. Wryn. What percentage of the national income was represented 
by net interest in 1929? 

Mr. Denison. Seven and five-tenths percent. 

Mr. Winn. And in 1952 net interest represented what percent of 
the national income ? 

Mr. Denison. Two and four-tenths percent. 

Mr. Wrwnn. Is interest on the Federal debt included in national 
income ¢ 

Mr. Dentson. No, sir; it is not. 

Mr. Winn. Does that mean that net interest does not include inter- 
est paid by the Government on bonds held by Federal trust funds? 

Mr. Dentson. That is correct. 

Mr. Winn. Why is this so, Mr. Denison ? 

Mr. Dentson. We view the national income as a measure of income 
which arises in the current production of goods and services. As a 
result, we feel that there is no current production of goods and services 
which corresponds to the payment of interest by the Federal Govern- 
ment, and in particular we feel that to include it would distort any 
comparison of prewar and postwar national-income figures, since the 
great bulk of the rise in Federal interest payments has arisen as a 
result of the huge rise in debt during the war. 
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Mr. Winn. I believe that is all. 

Chairman Curtis. Mr. Eberharter, do you have any questions? 

Mr. Esernarrer. No questions at this time, Mr. Chairman. 

Chairman Curtis. Mr. Goodwin? 

Mr. Goopwrn. I do not know that this is at all pertinent to the cur- 
rent inquiries, but for my own information and education, how long 
has the Office of Business Economics been in existence in the Depart- 
ment of Commerce ? 

Mr. Denison. Under that title, since about 1944, but the same sort of 
work with the same personnel and the same organization pretty much 
has been in existence since about 1922. You see, we were part of the 
Bureau of Foreign and Domestic Commerce. 

Mr. Goopwin. That is what I wanted to find out. What, once 
again, was the predecessor of the Office of Business Economics 

Mr. Denison. The Bureau of Foreign and Domestic Commerce, 
of which the Office of Business Economics, however, is only a part. 

Mr. Goopwiy. It was always in the Department of Commerce ¢ 

Mr. Denison. Yes, sir. It was set up about 1922, the work was. 

Mr. Goopwiyn. That is all, Mr. Chairman. I have no further 
questions. 

Chairman Curtis. Mr. Curtis of Missouri. 

Mr. Curris of Missouri. Mr. Denison, first of all, I do not believe 
you stated what your position is in the Office of Business Economics. 

Mr. Denison. I am Assistant Director of the Office of Business 
Economics, Mr. Curtis. 

Mr. Curris of Missouri. I see. These charts were prepared under 
your direction ¢ 

Mr. Denison. The tables; yes, sir. 

Mr. Curris of Missouri. Incidentally, are you the E. F. Denison 
who wrote the Distribution of National Income, which is referred to 
here ? 

Mr. Dentson. Yes, I am. 

Mr. Curtis of Missouri. I wanted to have a little better understand- 
ing of your table No. 2 in reference to the labor force in millions. 
When you estimate, as you do in 1953, a labor force of 66.6 million, is 
that including men and women ? 

Mr. Denison. Yes, sir. 

Mr. Curris of Missouri. How is it, then, that with the bulk of 
our women employed as housewives, we reach a rate of 97.5 percent / 

Mr. Dentson. I should make clear that it includes only those women, 
as well as only those men, who are either employed or actively seeking 
employment. 

Mr. Curtis of Missouri. That is what I wanted to get at. In other 
words, in order to understand what labor force is, it is not the potential 
labor force, is it ? 

Mr. Dentson. Oh, no. 

Mr. Curtis of Missouri. So actually our percentage figures are not 
a true reflection of what percentage of our potential labor force is 
actually employed. 

Mr. Denison. I think that gets into the question of what you mean 
by potential labor force. It is a measure of the percentage of all 
those people who want jobs or who have them. 

Mr. Curtis of Missouri. Who want them or who have had them in 
the past ¢ 
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Mr. Dentson. No; whether they have had them in the past or not 
does not enter into the definition. 

Mr. Curtis of Missouri. You see, from the standpoint of projecting 
our thinking on social security, we have to be, as I see it, at any rate, 
concerned with what the potential labor force might be. In other 
words, you can have, as we have had, periods in our history as in 
World War II where a lot of women who were not in the labor mar- 
ket, not employed, sought jobs and obtained them. That would, of 
course, change your figures, I presume. on your original estimate of 
labor force. In other words, I do not believe your figure of labor force 
‘an really be regarded as the potential labor force at all. That is 
simply your experience of what the immediate labor force is. 

Mr. Dentson. Yes. If you are referring to projections of the labor 
force, you have to know not only how many people there are, usually 
by males and females and the percentage in each age class for each 
proup- eve n if you can get up to that percentage fairly well, you do 
have a problem of estimating the percentage of each subgroup which 
is bat the labor force, because it has changed not only during the war, 
but quite a bit since the war, and apparently it is quite high by any 
past experience. 

Mr. Curtis of Missouri. Yes. That is what I am really trying to 
get to. Maybe this is the way to get at it. What basic data do you 
use in computing your labor force? 

Mr. Denison. The figures shown here are simply the Census Bu- 
reau’s data for the the total civilian labor force, which are collected 
from a sample of households, checked every 10 years, of course, by the 
complete census, to which are added the number of people in the 
Armed Forces. 

Mr. Curtis of Missouri. Then how do you change from year to year 
if it is based on the census ? 

Mr. Denison. They have a sample survey in which they collect in- 
formation once every month. 

Mr. Curtis of Missouri. I see. That includes a question on this 
particular point? 

Mr. Denison. That is correct. 

Mr. Curtis of Missouri. This figure would not reflect, then, alien 
employment, would it, alien laborers ? 

Mr. Denison. It would include aliens who are in the United States. 

Mr. Curtis of Missouri. How would you get that? From the cen- 
sus, again ? 

Mr. Denison. Yes, sir. 

Mr. Curtis of Missouri. They give you the figures on the aliens 
who are employed ? 

Mr. Denison. Actually they don’t distinguish between aliens and 
citizens. They just cover everyone. 

Mr. Curtis of Missouri. Everyone who might be working. The 
question involved, then, Are you working or are you not working:; 
is that correct ? 

Mr. Denison. That is correct; and, then, Are you actively seeking 
work or are you not ¢ 

Mr. Curtis of Missouri. What other basic data are used to com- 
plete table No. 2? For instance, this is the labor force which you 
get from your Census Bureau. Where do you get your employment 
figures ¢ 
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Mr. Denison. That comes from the same source, with the addition 
of the members of the Armed Forces. 

Mr. Curtis of Missouri. Then your percentages are all a reflection 
of your Census Bureau figures, which would be the third column, 
employment as a percent. 

Mr. Denison. That is correct. 

Mr. Curtis of Missouri. Then your average hours per week is 
simply taking those basic figures ? 

Mr. Denison. Those data are from the Bureau of Labor Statistics. 
The last two columns are both from the Bureau of Labor Statistics. 

Mr. Curtis of Missouri. What basic data do you use in compiling 
those figures ? 

Mr. Denison. Those are based on a very large sample of manufac- 
turing establishments. 

Mr. Curtis of Missouri. That is manufacturing industries that you 
have there. 

Mr. Denison. That is manufacturing only. Our own data on 
national income and compensation for wages and salaries rely on dif- 
ferent sources, of which the most important is the social security pay- 
roll data. 

Mr. Curtis of Missouri. I was going to ask whether or not you 
did not get data from the OASI figures. 

Mr. Denison. Yes. Actually our data are based for the most part— 
there are some industries that are not covered, of course—they are 
based for the most part on the amount of wages and salaries which 
are reported to the States under the unemployment compensation laws, 
and upon the wages which are reported under the old-age and sur- 
vivors insurance program. 

Mr. Curtis of Missouri. But in no way do you use those figures as 
a checkback in any way on the basic census figures on which you base 
your labor force, employment, and percentage of labor force 
employed ? 

Mr. Denison. Actually we are constantly checking all these sources 
against one another. It is quite possible to do that. 

Mr. Curtis of Missouri. Would there be any reflection here of men 
who have double jobs, for example, if some man holds down two dif- 
ferent jobs ? 

Mr. Denison. In the Census Bureau data which are shown in the 
first 3 columns, 1 person is 1 person. If he holds 2 jobs, he is still 
only 1. 

Mr. Curtis of Missouri. He is still only one, but 

Mr. Denison. Over in the other 2 columns, if a person held 2 manu- 
facturing jobs, he would appear twice and the hours per week would 
be affected thereby. 

Mr. Curtis of Missouri. Yes. I wanted to get that point. Would 
the same be true of overtime, or would your average hours per week 
actually reflect what your overtime might be ? 

Mr. Dentson. They would include overtime work; yes. 

Mr. Curtis of Missouri. That is all I have on that. There is one 
other question. When you were answering these questions on the in- 
terest figures included in your table 1, you stated that it did not include 
interest on Government debt. I wanted to be sure that that is any 
Government bond or just those bonds that might be in our trust funds, 
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Mr. Denison. Any Government bond. It does not include any Gov- 
ernment interest. 

Mr. Curtis of Missouri. Was that true of the figures back in 1929 
or is that just true of recent figures ? 

Mr. Dentson. No; that is true throughout. The figures are quite 
comparable. 

Mr. Curtis of Missouri. Municipal bonds and State indebtedness 
would be included in the net interest ? 

Mr. Denison. No; they are also excluded, all Government interest, 
State and Federal. 

Mr. Curtis of Missouri. Including municipal bonds? 

Mr. Denison. Yes, sir. 

Mr. Curtis of Missouri. Thank you. 

Chairman Curtis. Mr. Eberharter. 

Mr. Esernarrer. Mr. Denison, do you think since the establishment 
of the social-security program in the United States the general popu- 
lation is more conscious of the problem of security in old age than 
they were at the time of its establishment ? 

Mr. Dentson. I really have no competence whatsoever to answer 
that question, Mr. Eberharter, if you do not mind. 

Mr. Esernarter. That is not a matter of figures. 

Mr. Denison. No; it is not. 

Mr. Everuarter. You are an expert on figures. 

Mr. Denison. I am an expert on national-income figures. 

Mr. Exsernarrter. Has the investment in life insurance increased 
very much proportionately since the establishment of the social-secu- 
rity system ? 

Mr. Dentson. It certainly has increased a great deal. I am not 
sure what you have in mind when you say proportionately. It cer- 
tainly has held its own with the growth in the national income. 

Mr. Evernarter. The people ‘of the country have a tremendous in- 
vestment in the social-security trust fund ests ablished in 1937. There 
is also a tremendous investment in private insurance, is there not ? 
Mr. Dentson. Yes: there certainly is. 

Mr. Esernarrer. That has increased very rapidly in the last 20 or 
25 years, has it not ? 

Mr. Denison. Yes, sir. 

Mr. Evernartrer. Can you supply us with the figures on that? 

Mr. Dentson. Yes; I could. I cannot right now. 

(The figures referred to above follow :) 


Assets of United States life insurance companies, selected years 








[Billions of dollars] 

———— _ pene tend —— —— . od 

| Total | Total 

> ba Total |} Policy | less - , | Total Policy | less 

End of year assets | loans | policy End of year | assets loans policy 

| | | loans | | loans 
pepe —— - — ————— Sesueeees 
1919... 6.8 0.8 6.0 |) 1945 44.8 | 2.0 42.8 
1929___. 17.5 2.4 15.1 1949 59. 6 2.2 57.4 
1937_... 26. 2 3.4 22.8 || 1951 68. 3 2.6 65.7 
1939___- 29. 2 3.2 26.0 1952 73.4 2.7 70.7 

IGE hci <4 32.7 2.9 29.8 | 


Source: Life Insurance Fact Book, 1953, published by the Institute of Life Insurance, New York, N. Y. 
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Mr. Eseruarrer. Is it not fair to consider an investment in life 
insurance as a sort of saving for old age or for death? 

Mr. Dentson. Yes. Of course, among other things, we get out 
data on personal savings from my office, and those figures do include 
the increase in equity in life-insurance policies. 

Mr. Esernarrer. Savings have increased tremendously in the past 
25 years per capita, have they not, in the United States? 

Mr. Denison. Yes, sir. 

Mr. Esernarter. Could you supply those figures for the record ? 

Mr. Denison. Yes, I could. I can go back at least to 1933, which is 
when that series happened to start. 

Mr. Esernarrer. Back as far as it is convenient for you to do that. 

So the social-security contributions that are imposed by the Gov- 
ernment on both the employee and the employer could be ‘considered 
in a sense as forced savings. 

Mr. Dentson. Yes. 

Mr. Esernarter. Thank you very much. 

(The information is as follows :) 


Personal saving, 1933-53 * 






| Total per Per capita Total per- | Per capita 
Year sonal sav personal Year sonal sav- personal 
saving ing savings 
E | 
Billion Billions of | 
dollars dollars | 
1933 1. 2 $9 | 1944 35.4 | 256 
1934 2 2 1945 28.0 200 
1935 1&8 14 1946 12.0 85 
1936 3 6 28 1947 3.9 27 
1937 3.9 31 1948 10. 5 71 
1938 1.0 7 1949 6.7 45 
1939 7 21 1950 11.3 74 
1910 3.7 28 1951 16.9 109 
194] 8 73 1952 16.9 108 
1942 25. € 1% 1953 2 17.9 112 
1943 30. 2 22 
1 Personal saving consists of the current saving of individuals (including owners of unincorporated busi- 
nesses), rofit insti tutions, and private pension, welfare, and trust funas. It is measured as the excess 
of personal income over personal cor tion expe nditures and personal tax and nontax payments. 
? Seasonally adjusted annual rate f ee quarters of the year 
Source: Office of Business Econor s, U. S. Department of Commerce 


Chairman Curtis. Mr. Denison, I want to get something straight 
here. I am just a very ordinary country Congressman. If we are 
going to make an estimate of what the national income would be, say, 
10 years from now, in 1963, in just the plainest layman’s language, 
can you give me what are the major assumptions which you would have 
to make ? 

Mr. Denison. You would have to assume what the size of the labor 
force was going to be, the percentage of the labor force employed, the 
average hours of work, and the change that would take place in total 
output per hour worked. That last one of course embraces in a sense 
everything else. 

Chairman Curtis. Change in the what? 

Mr. Denison. In output per man-hour worked. Because it depends 
on what happens to your technical efficiency, it depends on things 
some of which are very difficult to appraise, like whether atomic energy 
is going to have any great effect, and when, and in addition to that, 
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you have to make some assumptions as to whether 10 years hence is 
going to be a year of quite full employment and some assumption 
about the price level. Ordinarily those projections— 

Chairman Curtis. Would full employment be the same sort of as- 
sumption as the percent of the labor force that would be employed? 

Mr. Denison. Yes: it would. 

Chairman Curtts. Then on the price level ? 

Mr. Denison. Yes, sir. 

Chairman Curtis. Would you have to assume anything on weather ? 

Mr. Denison. Yes, but it really ordinarily is not a very important 
assumption. 

Chairman Curtis. The prolonged drought that we had of 6 or 7 
years back in the thirties might make a difference in farm income. 

Mr. Dentson. It would make a difference in farm income. It obvi- 
ously would make a difference. 

Chairman Curtis. Peaks and valleys according to rainfall. 

Mr. Dentson. Unless you assume something very extreme, it would 
not have much of a percentage effect on the total. 

Chairman Curris. And you would have to assume what the price 
level was going to be. 

Mr. Denison. Yes. Most people when they make such a projection 
couch it in terms of prices as of now and then automatically get rid 
of that assumption. 

Chairman Curtis. I am not going to undertake it, but if someone 
were going to undertake to project the national income in 1963, they 
could be in error on every one of those assumptions. That is con- 
ceivable; is it not? 

Mr. Denison. Yes, it is. 

Chairman Curtis. And still an unforeseen and unforetold event 
could take place which would end up making their prediction correct. 

Mr. Dentson. That is possible. It is also possible that you could 
be off on everything but be off in different directions, and you might 
not come out too badly. 

Chairman Curtis. Is that right? 

Mr. Dentson. If in 1929 you had tried to estimate 1952, if you had 
just taken the simple 3 percent, you could have come out fine. But 
of course if you had started with some other year and ended up at 
some other year, you might not have done very well at all. 

Chairman Curtis. That is what I say. You could be in error all 
along the way and happen to come out right. 

Mr. Denison. You could. 

Chairman Curtis. But you could also happen to come out wrong? 

Mr. Denison. Yes, sir. 

Chairman Curtis. Have people in the past come out wrong? 

Mr. Dentson. There have been a lot of people doing this and some 
of them have come out quite well, and some have come out quite badly. 
I must say in deference to people who engage in this sort of thing 
that usually almost everyone who gets into this sort of thing rules out 
changes in the business cycle as being absolutely beyond the hope of 
predicting any long period ahead, so they simply say if there is full 
employment, you will get so and so. 

Chairman Curtis. If there is full employment, if the price level 
advances so much or stays where it is, or goes down so much. 

Mr. Denison. That is correct. 
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Mr. Goopwin. Then following up the chairman’s questions and your 
answer, is it a fair statement to say that the value of any projection 
which you make is only as good as the probable reliability of your 
assumptions ¢ 

Mr. Denison. Oh, yes. 

Chairman Curtts. What I am about to mention has no direct bear- 
ing on social security. It might, however. I think the most striking 
thing in your paper to someone coming from a territory such as I do 
is the facts about farm income. It is not only shrinking in the per- 
centage of the total national income, but it has been sufficient to bring 
down the entire percentage portion that belongs to unincorporated 
business, is that not right ? 

Mr. Dentson. Yes, sir. The farm income figure is of course very 
variable. As recently as 1948 the farm income percentage was a little 
higher than it was in 1929, but since then it has been coming down, 
steadily, so now it is much below. 

Chairman Curtis. Has that been rather steady ? 

Mr. Denison. Since 1948? 

Chairman Curtis, No, since 1929. 

Mr. Denison. No, it is not steady. Unlike most of these other 
movements, it is a rather erratic movement. What you might find as 
a trend would depend a lot on the particular year you selected. If 
you are interested, I could give you what the percentage has been in 
some years. 

Chairman Currts. You mean between 1929 and the present? 

Mr. Dentson. Yes. 

Chairman Curtis. Just briefly. 

Mr. Dentson. In 1929 it was 6.5 percent; in 1933 it was 5.8 percent. 
It got up as high as 7.6 percent in 1937, just skipping. It was 7.9 
percent in 1948, and then moved gradually downward to 5.1 septend 
In 1952. 

Chairman Curtis. What was it in 1939? 

Mr. Denison. In 1939 it was 6.2 percent. 

Chairman Curtis. I gather that it is easier to figure out what it has 
been than what it is going to be. 

Mr. Denison. Yes; it is, although even that takes quite a bit of 
doing. 

Chairman Curtis. We thank you very much for the time you have 
spent on this and the assistance you have given to the committee and 
the staff, and your appearance here today in presenting this paper. 

Mr. Dentson. Thank you. 

Chairman Curtis. You may be excused. 

We will now hear from Mr. Phillip S. Hughes, if he will step for- 
ward, please. 

Mr. Hughes, will you give your full name and the capacity in which 
you appear to the reporter, please? 


STATEMENT OF PHILLIP S. HUGHES, ASSISTANT CHIEF, LABOR 
AND WELFARE DIVISION, BUREAU OF THE BUDGET 


Mr. Hucues. I am Phillip S. Hughes, Assistant Chief of the Labor 
and Welfare Division, Bureau of the Budget. I have with me Mr. 
Michael S. March and Mr. John R. Stark, also of the Labor and Wel- 
fare Division of the Bureau of the Budget. 
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Chairman Curtis. Mr. Hughes, we are glad to have you and your 
associates here, and this statement that you have prepared. We ap- 
yreciate the conferences that you have had with the staff, and all the 
hohe you have given to us. You may proceed at this time with the 
presentation of your statement. 

Mr. Hueues. Thank you, very much, sir. 

Before starting with the prepared statement which you have before 
you, may I say that this material was prepared as an outgrowth of 
rather extensive correspondence and discussion between members of 
the Bureau staff and you, and with members of the committee staff. 
The most recent correspondence I think was a letter from Mr. Schlot- 
terbeck requesting some background material which we prepared. 
The draft after it was discussed with Mr. Schlotterbeck provides the 
basis for the material which has been presented to you. I offer that by 
way of explanation of the rather lengthy nature of the material which 
you have. We hope it all proves helpful and informative. 

There are two aspects of veterans’ benefits which deserve particular 
attention in a study of the social-security programs. One is the exist- 
ence of special programs to assist and provide for the economic secur- 
ity of veterans and servicemen and their dependents. The purposes 
which some of these programs serve are similar to those of the general 
social-security programs. Since veterans and their families now con- 
stitute around 40 percent of our population, this duality of benefits 
systems presents a large problem of coordination. 

The second aspect is the treatment of military service, in peacetime 
as well as in wartime, under the old age and survivors insurance pro- 
gram. Hitherto, military service has not been covered under OASI 
on a regular basis. Instead, piecemeal ame endments have as an ex- 
pedient provided free credit for military service from September 16, 
1940, through June 30, 1955. Credit has been provided largely on a 
retroactive basis. This approach raises many financing and pro- 
graming questions which suggest the need for a thorough study and 
final determination on how milit: ry service should be treated for 
OAST purposes. 

The rest of this statement presents facts on these programs. 


I. INTERRELATIONSHIPS OF SpecIAL VETERANS’ BENEFIT PROGRAMS AND 
GENERAL SoOctaAL-SECURITY PROGRAMS 


Although it has not been widely recognized, the Veterans’ Adminis- 
tration pension, compensation, and burial benefits program are 
closely related to the general social-security programs. These Vet- 
erans’ Administration programs cover not only veterans injured or de- 
ceased from service causes, and their dependents, but also veterans 
without any service- incurred dis ibilities and their dependents. Some 
provide benefits to ‘ “peacetime” servicemen as well as to “wartime” 
veterans. It is particularly the VA programs which are based on 
economic need—such as non-service-connected pensions—which most 
clearly parallel the OASI and public-assistance programs of the De- 
partment of Health, Education, and Welfare. 

For study in relation to social-security programs, the benefits pro- 
vided to veterans and servicemen by the VA and other agencies may 
be grouped into two major categories: (1) those based on service- 
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connected injuries, and (2) those not based on causes resulting from 
military service. Within each of these categories, benefits to veterans 
themselves and to their survivors may be distinguished. 


SERVICE-CONNECTED DISABILITY BENEFITS 


ne benefits for service-connected disability are as follows: 

. Veterans’ Administration disability compensation: Two main 
a s of benefits are provided, scaled according to degree of rated dis- 
ability, to compensate the veteran for loss of earning power because 
of injuries incurred in military service. The first category is the basic 
compensation, divided into 10 rates, ranging from $15.75 to $172.50 
a month for disabilities ranging from 10 percent to 100 percent. The 
second is a series of statutory awards for specific disabilities ranging 
from $47 to $400 a month. The $47 specific award is generally in 
addition to the basie percentage compensation soteatdl, while the 
higher rates usually include the basic awards. 

In 1948 a third category of benefits was enacted for veterans dis- 
abled 50 percent or more, providing extra dependents’ allowances of 
up to $56 a month. 

The above rates are for wartime disabilities and for peacetime in- 
juries during extrahazardous duty. They are payable to veterans of 
World Wars I and II and of the Korean conflict (service since June 
27,1950). Other peacetime injuries are compensated at 80 percent of 
wartime rates. 

2. Labor Department Federal Employees’ Compensation Act bene- 
fits: Reserve personnel on active or training duty in peacetime who 
are disabled as a result of duty may elect benefits under the Federal 
Employees’ Compensation Act in lieu of the VA compensation bene- 
fits. These FECA benefits range up to 75 percent of the serviceman’s 
total active-duty compensation, but may not exceed $525 a month. 
Permanent partial injuries, such as loss of limbs, are compensated on 
the basis of a schedule specified in the law. FECA benefits have been 
paid for injuries throughout the Korean conflict, since it was tech- 
nically not a state of war. 

3. Department of Defense uniformed services retirement system 
benefits: Officers and enlisted men of the Armed Forces who are dis- 
abled in line of duty 30 percent or more (or have served at least 20 
vears) receive benefits under the military retirement laws in lieu of 
VA disability-compensation payments. These disability-retirement 
benefits are geared alternatively to length of service or degree of disa- 
bility. The maximum payment is 75 percent of active- duty basic 
pay. 

Personnel whose disabilities are not the result of service must have 
at least 8 years of active service to be eligible for benefits. 

Duplication of benefits is not permitted among the three different 
disability programs described above. The disabled servicemen, how- 
ever, may choose the highest benefit for which he is eligible. 

While there are no disability benefits under the OASI program, re- 
cipients of the above benefits may qualify also for OASIT retirement 
benefits at age 65. In fact, a large proportion of those receiving VA 
compensation benefits are able to work and to obtain OAST insured 
status. Of the nearly 2 million veterans on the VA disability com- 
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pensation rolls on June 30, 1952, about 94 percent were rated less 
than 100 percent disabled, and 81 percent less than 50 percent dis- 
abled. Moreover, as the Social Security Act now dante, they are 
able to count all military service between September 16, 1940, and 
July 1955, toward OAST benefits and receive veterans’ compensation 
benefits as well. This dual use of military-service credit is not gen- 
erally permitted where benefits are being received from the uni- 
formed-services retirement system. 


SERVICE-CONNECTED DEATH BENEFITS 


The survivors of servicemen or veterans deceased from service- 
connected causes at the present time may receive benefits from five 
main programs, as follows: 

1. Veterans’ Administration death compensation : Benefits are paid 
for death in service or from service-connected causes after separation. 
A widow receives $75 a month for life or until remarriage, with $46 
a month for the first dependent child and $29 for each additional child. 
A dependent parent receives $60 a month; two parents $35 each. An 
income test is applied in judging whether parents are dependent, but 
no such test is applied in the instance of widows or children. 

Survivors of servicemen deceased in peacetime rec eive 80 percent of 
the specified wartime rates, but full rates are paid in case of death 
from extrahazardous causes. 

2. Labor Department Federal Employees’ Compensation Act bene- 
fits: As in the case of disability benefits, survivors of reservists on ac- 
tive or training duty who are deceased from service causes may elect 
benefits under the FECA in lieu of VA death compensation payments. 
The FECA benefits are based on total active duty compensation re- 
ceived by the serviceman and may range up to a maximum of 75 per- 
cent of compensation, or $525 a month. Within these limits, eligible 
beneficiaries are the widow, children, and dependent parents, grand- 
Barents brothers, sisters, and others. 

Veterans’ Administration servicemen’s indemnity: Under Pub- 
lie ae 23, 82d Congress, indemnity protection of $10,000 in case of 
death is provided for every serviceman during service or 120 days 
after separation. Permitted classes of beneficiaries are paid $92.90 a 
month for 10 years, without regard to dependency. They include 
widows, children, parents, and brothers and sisters. 

The indemnity program was enacted as a substitute for the earlier 
national-service life insurance and United States Government life- 
insurance programs. After separation, however, disabled servicemen 
may obtain veterans’ service-disabled insurance up to $10,000 which is 
underwritten by the Government. Moreover, nondisabled ex-service- 
men may obtain veterans’ special term insurance up to $10,000. Both 
types are nonparticipating but are issued at low premium rates. 

4. Department of Defense death gratuity: Families of personnel 
deceased while in service are paid a “6 months’ death gratuity equal 
to the basic and special pays received by the servicemen. Except 
for widows and children, dependency is a requirement for this 
Pay ayment. 

). Department of Health, Education, and Welfare old-age and 


survivors insurance: Under the Social Security Act, wage credits 
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based on assumed earnings of $160 a month are provided under the 
OASI system for each month of military service between September 
16, 1940, and July 1955. Since currently insured status requires only 
6 quarters of OASI covered employment out of the 13 quarters pre- 
ceding death, many servicemen and veterans have OASI survivor- 
ship protection. As in the case of the four benefits enumerated above, 
these OASI benefits are provided without cost to the servicemen. 

In addition, lump-sum burial payments under the VA, the Social 
Security, and Federal Employees’ Compensation Act programs, may 
also be provided. 

Finally, under the Uniformed Services Contingency Option Act of 
1953, Public Law 239, 83d Congress, August 8, 1953, a new program 
of survivorship benefits for retired military personnel was instituted 
starting November 1 1953. Under this program a person retired for 
disability or for service under the uniformed services retirement sys- 
tems may elect joint and survivorship options under which, in event 
of his death, his surviving family will receive benefits up to one-half 
of his retired pay. These benefits are to be financed by reductions on 
an actuarial equivalent basis in the retired person’s own annuity. 
Hence it is not anticipated that this program will cost the Govern- 
ment anything in addition to the cost of the present retirement bene- 
fits except for relatively small administrative expenses. These bene- 
fits, however, may be paid simultaneously with VA death benefits and 
in certain cases with OAST benefits. 

In summary, under present laws 4 different agencies administer 5 
main benefits for survivors of personnel who die in military service. 
It is possible for four of these benefits—VA compensation, service- 
men’s indemnity, death gratuity, and OASI—to be payable simulta- 
neously. Furthermore, survivors of Reserve personnel may be cov- 
ered under FECA and thereby be eligible to elect these benefits in lieu 
of the VA compensation benefits. 

As a consequence of the multiple benefits now provided, it is possible 
for families of deceased veterans to receive a higher income—in some 
cases twice as much—than the serviceman earned when alive. This 
is indicated by two illustrative examples in table 1, excerpted from 
a report introduced into the Congressional Record by Representative 
Porter Hardy, June 24, 1953, pages 7433-7440. 

Mr. Chairman, I do not know how you wish to treat the tables. 
T will continue reading the statement, if you wish, and we can come 
back to them or proceed as you wish. 

Chairman Courtts. If you think that at this point it would be well 
for you to make reference to your tables, you may do so, or you may 
continue to read, either way. The tables will all go in the record, 
but I mean so far as our understanding of this afternoon is concerned. 

Mr. Hucues. I thought it might be well to offer a brief explanation 
of the tables with vour permission. 

Chairman Curtis. At this point? 

Mr. Hvucnes. Yes. 

Chairman Curtts. We will be glad to hear you. 

Mr. Hucnes. Table 1, which is. as was indicated, an excerpt from 
material already in the record, illustrates the effect of the combina- 
tion of the four benefits systems that I have referred to previously on 
the survivors of deceased servicemen. j 
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The first page of table 1 reflects the situation for an enlisted man, 
a sergeant with 4 years’ service, with a wife and 1 child. You will 
note his monthly income while he was alive was $250, approximately, 
or $251. The combination of benefits which his survivors might re- 
ceive if he is deceased is reflected in two different places, depending 
on whether or not he elects and is eligible for FECA benefits or takes 
veterans’ compensation. 

If, on the one hand, he elects to receive the VA compensation, or 
is eligible only for that, the total 1-time payment his survivors receive 
totals $1,167. 

Then, for the first 6 months after his death, his survivors will receive 
$309.90 a month. ‘They will receive the same rate of payment for the 
first 10 years after his death. You will note it is substantially in 
excess of his earnings while alive. 

The corresponding amounts for additional periods after his death 
are indicated in the extra columns there. If, on the other hand, he is 
eligible for and receives FECA benefits, or his survivors do, rather, 
the initial amount of 1-time payments is the same, and the first 6 
months’ payments are somewhat reduced, but payments for the bal- 
ance of the period after his death are substantially higher. 

Chairman Curtis. May I inquire, Are these Representative Hardy’s 
tables ? 

Mr. Hugues. That is right, sir. 

Chairman Curtis. They were prepared before the Uniform Service 
Dependency Act was passed / 

Mr. Huaeues. That is correct, sir. 

Chairman Curtis. So there would be a certain factor to add onto 
this? 

Mr. Hucuers. That is true under certain conditions but the con- 
tingency option is with respect to the retirement system only. We 
have mentioned that in the footnotes to the tables, as you will notice 
when you have had time to review them further. The figures are 
substantially correct as they stand. 

If that is satisfactory, sir, I will proceed. 

Chairman Curtis. Mr. Reporter, the table will go in at this point 
as part of his statement as though read, 

(The table is as follows:) 
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TABLE 1.—Illustrations of veterans’ survivors’ benefits under existing laws 


EXAMPLE A: ENLISTED MAN—RATING E+ (SERGEANT, 4 YEARS’ SERVICE), WIFE 
AND 1 CHILD 


Monthly income paid to survivors of 
Monthly serviceman 
income 


paid to 1-time A 
service- ee From | From | From 
man |Payments, 464 7 121 157 | After 
while i 6 through through! months! ._ °° 
alive months 120 156 to age onder 
months) months 65 - 
A. Alive 
1. Basie pay (Public Law 346 $137. 59 Scebawiassutene 
2. Quarters allowance (Public 
Law 346) 77.10 
3. Subsistence = 36. 00 


Ne ie oe ies 250), 69 5 ; 7 E | 


B. Deceased (paid to survivors 


1. 6 months’ death gratuity ‘ $825. 54 d 
2. Servicemen’s indemnity (Pub- 
lic Law 23 —— $92.90 | $92. 90 
3. VA compensation: ! | 
Widow. ‘ - ° 75. 00 75.00 | $75.00 | $75.00 $75. 00 
Child : aa | 46.00} 46.00 46. 00 
4, VA burial funeral allowance ? 150. 00 
Total veterans’ benefits 975. 54 | 213.90 | 213.90 | 121.00 75.00 | 75.00 
5. CASI benefits: * | 
Lump-sum death payment 192. 00 P ol , 
Widow ; | 48.00 48, 00 48. 00 48. 00 
Child_.-.- ad 48. 00 48. 00 48. 00 
Total if FECA benefits | 
not elected 5. 1, 167. 54 | 309. 90 09.90 | 217.00 75. 00 123. 00 
6, Federal Employees’ Compen- | 
sation Act benefits: 4 j | 
Widow...... 100.28 | 100.28 | 112.81 | 112.81 
SR inieieknen : | 37. 60 37. 60 
Total if FECA benefits | | 
elected......... ----|----------| 1, 167. 54 | 188.90 | 326.78 | 233.88 | 112.81 | 160.81 
| | | | 


EXAMPLE B: OFFICER—RANK OF 0-3 (ARMY CAPTAIN, 8 YEARS’ SERVICE), WIFE 
AND 2 CHILDREN, AGES 5 AND 8 


A. Alive 


1. Basic pay (Public Law 346 $370. 50 
2. Quarters vllowance Public 
Law 346 102. 60 
Subsistence allowance (Public 
Law 34¢ 47. 88 
Total 520. 98 


B. Deceased (paid to survivors 


6 months’ death gratuity $2, 223. 00 
2. Servicemen’s indemnity (Pub 
lic Law 2 $92. 90 | $92. 90 
VA Compensation 
Widow 75. 0O 75.00 | $75.00 | $75.00 $75. 00 
Child, & vears of age 46. 00 46, 00 
Child, 5 yea of age 29. 00 29. 00 46. 00 
4. VA burial and funeral allow- 
ance 2 150. 00 
Total, veteran benefits 2,373.00 | 242.90 | 242.90 | 121.00 75. 00 75. 00 


See footnotes at end of table. 
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TABLE 1.—J Illustrations of veterans’ survivors’ benefits under existing laws—Con. 


EXAMPLE B: OFFICER—RANK OF O-3 (ARMY CAPTAIN, 8 YEARS’ SERVICE), WIFE 
AND 2 CHILDREN, AGES 5 AND 8—Continued 





| Monthly income paid to survivors of 
Monthly 


serviceman 
Income Pass a 
paid to | 
service- sae From | From | From | 4 prop 
man |! Ist 7 121 157 ort 
while | 6 through through; months if 
alive | months 120 156 to age a or 
months) months} 65 ife 
B. Deceased (paid to survivors)—Con. | 
5. OASI benefits: 4 | | 
Lump-sum death payment | $192.00 | 
Widow $48.00 | $48.00 | $48.00 $48. 00 
Child, 8 years of age | 40. 00 40. 00 
Child, 5 years of age | 40. 00 40.00 | 48.00 
Total, if FECA benefits 
not elected 5 | 2,565.00 | 370.90 | 370.90 | 217.00 | $75.00 123. 00 
6. Federal Employees’ Compen- 
sation Act benefits: 4 
Widow 208.39 | 208.39 | 234. 44 234. 44 
Child, 8 years of age 78.15 
Child, 5 years of age 78.15 78.15 
Total, if FECA benefits 
elected ? : 2, 565.00 | 220.90 | 585.59 382.54 | 234.44 282. 44 


This amount accrues to the survivor as a result of wartime or peacetime combat death, while 80 percent 
of such amount accrues in the case of a peacetime death (Public Law 2, 73d Cong., Mar. 20, 1933, and the 
veterans regulations promulgated pursuant thereto, as amended (38 U. 8. C. ch. 12 note 

2 Payable only toward actual expenses of funeral and burial incurred by survivors. 

} Under the Social Security Act amendments of 1950 and 1952 (Public Law 734, 8lst Cong., Public Law 
590, 82d Cong.) and Public Law 269, 83d Corg., Aug. 14, 1953, wage credits based on assumed earnings of 
$160 a month are provided under the OASI system for each month of military service between Sept. 16, 
1940, and July 1955 A minimum of 6 quarters of coverage is required to cbtain insured status under the 
OASI system. Pursuant to the new-start provision of the 1950 amendments persons with a minimum of 6 
quarters of recent milit ary service or OASI-covered employment now have OASI-insured status entitling 
them to survivor benefits. The OASI credits are provided without charge to military personnel and the 
Government to date has made no appropriation to the OASI trust fund for this purp Sse 

4 Pursuant to present laws and regulations, the Federal Employees Compensation Act covers Reserve 
military personnel on active or training duty. The monthly FECA benefits ire in lieu of VA con | ensa- 
tion benefits and cannot be paid until the 6 months’ death gratuity provided by the Department of Defense 
terminates. Lump-sum FECA benefits are payable for actual expenses of burial up to $400 with an offset 
for any VA burial benefits. No offset is made for the VA death indemnity or the OASI benefits received 
simultaneously. The widow will receive higher FECA benefits than indicated if the serviceman was r 
ceiving combat or other special pays. 

A new program of survivorship benefits for personnel retired under the uniformed services retirement 
systems was authorized starting Nov. 1, 1953, by Publie Law 239, 83d Cong., Aug. 8, 1953 hese new sur- 
vivorship benefits may be paid simultaneously with VA death benefits and in certain cases with OASI 
benefits. 











Source: Congressional Record, June 24, 1953, pp. 7438-7440. Footnote 3 has been revised to reflect enact 
ment of Public Law 269, 883d Cong., and footnote 5 has been added, by Bureau of the Budget. 


Mr. Hueues. In that way they will tie in with the narrative, and 
I believe provide some explanation of it. 

Chairman Curtis. You may proceed. 

Mr. Hueues. Thank you. Precise data are not known to have been 
compiled, but from scattered figures prepared by various agencies in 
the past there are indications that it is perhaps the rule 1 ‘ather than 
the exception for families of deceased servicemen to receive several 
sets of benefits. On the other hand, benefits for oflicers have been 
eriticized—I might say particularly officers in the higher grades have 
sometimes been criticized—as inadequate. 
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NON-SERVICE-CONNECTED DISABILITY PENSIONS 


Under existing statutes, veterans of World Wars I and II and the 
Korean conflict are eligible for disability pensions from the VA, even 
if they are without service-connected injury. Military service of 90 
days or more during a war period and a discharge under conditions 
other than dishonorable are generally required. 

The non-service-connected disability pension rate is $63 a month. 
It is increased to $75 a month _ attainment of age 65 or after 
receipt for a continous period of 10 years. In cases requiring the care 
and attendance of another person, the rate is $129 a month. 

Eligibility for a pension is subject to disability, unemployability, 
and income tests. Extension 5 to the 1945 Schedule for Rating Dis- 
abilities, issued October 7, 1948, specifies the following eligibility 
requirements for a pension: 

For the purpose of Veterans’ Regulation 1 (a), part IIT only, the percentage 
requirements * * * are reduced on the attainment of age 55 to a 60 percent 
rating for one or more disabilities, with no percentage requirement for any one 
disability. The requirement at age 60 will be a 50-percent rating for one or 
more disabilities. At age 65 there will be no percentage requirement other than 
one disability ratable at 10 percent or more. When these reduced percentage 
requirements are met, and the disabilities involved are of permanent nature, 
rating as permanently and totally disabled will be assigned if the veteran is 
determined to be unable to secure and follow substantially gainful employment 
by reason of such disability. 

In addition to the requirements in extension 5, a pension is not 
payable to any unmarried person whose annual income exceeds $1,400 
or to any married person or any person with minor children whose 
annual income exceeds $2,700. 

It is in this non-service-connected veterans’ pension benefits area 
that the greatest potential overlapping between veterans’ and social- 
security programs appears. Since many, and probably most, men are 
likely to have some disability of at least 10 percent and to be sub- 
stantially unemployable at age 65, a considerable percentage of all 
veterans are likely to eventually qu: ilify for VA pensions ‘of $75 a 
month. Data on incomes and marital status gathered in population 
surveys by the Bureau of the Census indicate that about 8 out of 10 
men who were over 65 in 1951 had incomes less than the income limi- 
tations for VA pensions. At the same time an increasing proportion 
of the population is achieving OASI-insured status so a high pro- 
portion of our present veterans will also be eligible for OASI ‘old- age 
benefits. This is still, of course, an emerging situation. At the pres- 
ent time only slightly over 2 percent of our veterans are on the VA 
pension rolls. However, the number of pensioners is likely to multiply 
in the next several decades at the same time that insured coverage 
under OASI increases, thus greatly expanding the extent of duplic: rte 
benefits. 

Non-service-connected death pensions: Widows and children of 
veterans of World Wars I and IT and of the Korean conflict who 
die from causes not related to military service may be eligible for 
death pensions. Such pensions are payable to families of World 
War II and Korean conflict veterans only if at the time of the 
non-service-connected death the veteran had a _ service-connected 
disability of some kind. No service-connected disability is required 


for World War I veterans. 
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A pension is payable to a widow without a child, or to a child, only 
if her or his annual income is less than $1,400, or to a widow with a 
child or children if annual income is below $2,700. 

The monthly pension rates are as follows: Widow, no child, $48; 
widow, 1 child, $60 (each additional child $7.20) ; no widow, 1 child, 
$26; 2 children, $39; and so forth. 

Expenditures by Veterans’ Administration for compensation and 
pensions: E xpenditures by the VA for compensation and pension 
benefits have increased more than fivefold from $429 million in the 
fiscal year 1940 to $2.4 billion in the fiscal year 1953. In 1953 they 
accounted for about 55 percent of all outlays for veterans’ benefits 
and services. 

Of the total expenditures of $2.4 billion for VA pension and 
compe nsation benefits in the fiscal year 1953, approximately $660 mil- 

lion was for non-service-connected pensions and the balance of $1.7 
billion for service-connected compensation benefits. Table 2 shows the 
trend in expenditures in the 4 major categories of compensation 
and pension benefits for selected fiscal years from 1940 to 1953. It 
will be noted in this table that the bulk of the increase since 1940 
was in the compensation programs, reflecting the immediate effects 
of World War II and the Korean conflict. Correspondingly, al- 
though the pension outlays at present total much less than those in 
the compensation category, the recent rate of increase in pensions has 
been greater. Between 1950 and 1953 pension outlays rose $185 mil- 
lion, or 39 percent. During the same period the increase in compen- 
sation benefits was $256 million, or 18 percent. 

Unless you wish it, I don’t believe any further explanation of this 
table is necessary. 

Chairman Curtis. Table 2 should go in at this point. 

Mr. Hvuaues. Yes, sir. 

Chairman Curtis. Without objection, it is so ordered. 

(Table 2 referred to is as follows: ) 

Taste 2.—Earpenditures for veterans’ compensation and pension benefits and 
beneficiaries on rolls, fiscal years 1940, 1945, 1950, 1952, and 1953 
EXPENDITURES 


[In millions of dollars] 





Category 1950 1945 1950 | 1952 1953 
Siccieidiniesini — ‘ Lancia aethbiahin i be ide 
Service-connected disability compensation 185 | 372 | , 156 1, 204 | 1, 338 
Service-connected death compensation 60 | 117 305 344 | 378 
Non-service-connected disability pensions 129 | 165 | 294 364 | 430 
Non-service-connected death pensions 55 | 68 | 180 | 194 230 
Total expenditures. ............-...-.- shaieldinn catiandeatate 429 722 1,935 | 2,106 2, 376 
a 
AVERAGE NUMBER OF BENEFICIARIES 
[In thousands] 
Service-connected disability compensation . 382 750 1, 993 1, 977 2, 000 
Service-connected death compensation ; 111 166 336 350 363 
Non-service-connected disability pensions 223 220 320 416 462 
Non-service-connected death pensions a , 129 136 312 345 367 
Total beneficiaries... ............-. eegewe=erpegune 845 1,272 | 2,961 | 3,088 | 3,192 


Source: Budget documents and Veterans’ Administration. 


38458—64—pt. 2——-18 
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Mr. Hucues. The relative size of the VA compensation and pension 
program can be indicated by comparing expenditures for these bene- 
fits with those of the general OASI and public-assistance programs. 


TABLE 3.—Comparison of expenditures for selected benefit programs, fiscal years 
1940, 1945, 1950, 1952, and 1953 


{In millions of dollars] 


Fiscal year 


Program oo 

1940 1945 | 1950 1952 1953 
VA compensation and pensions 429 722 1, 935 2, 106 2, 376 
Old-age and survivors insurance 16 240 | 727 1, 982 2, 627 
Public assistance (Federal g rrants only 279 401 | 1,123] 1,178 1, 330 


| | | 


The figures in table 3 show that 1953 was the first fiscal year in which 
benefits paid by the OASI system exceeded those from ‘the VA com- 
pensation and pension appropriation. 


TIMING OF PEAKS IN VETERANS’ COMPENSATION AND PENSION BENEFITS 
IN RELATION TO END OF HOSTILITIES 


Since there has been a tremendous increase in the veteran popula- 
tion in the last decade, it is important in assessing the existing vet- 
erans benefits programs to realize that current disbursements do not 
reflect the full cost of commitments to pay benefits. This is nore 
the peak disbursements usually come many years after the end of ¢ 
particular war. 

Outlays for service-connected benefits tend to rise rapidly during 
and immediately after the end of a war, to reach a peak in 10 to 25 
years, and then to taper off. Expenditures for non-service-connected 
benefits usually tend to increase slowly in the first several decades after 
the termination of hostilities, then to step up in the rate of increase 
and to reach a peak in 40 to 60 years, and to continue at a declining 
rate for many more years. 

These patterns of expenditures are indicated by a review of the 
statistics for various wars. Usable statistics on service-connected pro- 
grams are not available for the Civil War and earlier conflicts. Data 
on the Spanish-American War and World War I, however, show that 
the peaks in service-connected disability compe nsation cases came 17 
and 23 years, respectively, after the end of these wars. For service- 
connected death compensation the peaks were reached after 10 and 21 
years, respectively. 

Non-service-connected pensions dominated expenditures for the 
Spanish-American and earlier wars, and the statistics can be taken to 
show the pattern in pension outlays fairly well. Usable data are avail- 
able on the War of 1812, the war with Mexico, the Civil War, and the 
Spanish-American War. For non-service-connected pensions to liv- 
ing veterans the peaks in expenditures came in 58, 40, 55, and 49 years, 
respectively, after the termination of hostilities. For non-service- 
connected pensions to families of deceased veterans the peaks were 
reached in 65, 61, 57, and 54 years, respectively. 
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ANALYSIS OF THE SOCIAL SECURITY SYSTEM 
GROWTH OF VETERAN POPULATION AND FUTURE EXPENDITURES FOR 


COMPENSATION AND PENSIONS 


Since 1940 the veteran population increased fivefold, primarily as 
the result of World War II. The growth from 4.3 million in 1940 to 
over 20 million in 1953 is shown in table 4. The veteran population 
is still growing because of the present emergency. Under Public Law 
28, 82d C ongress, approved May 11, 1951, all servicemen serving on or 
after June oO, 1950, “and prior to such date as shall thereafter be deter- 
mined by Presidential proclamation or concurrent resolution of the 
Congress” are eligible for veterans’ compensation, pension, burial, and 
various other benefits on the same basis as veterans of World War IT. 
Thus, in considering future expenditures for veterans’ benefits, allow- 
ance should be made for the approximately 3.5 million persons pres- 
ently in the Armed Forces who will have veteran status after dis- 
charge, and for new entrants at the rate of eight hundred thousand 
to nine hundred thousand a year for an indeterminate period. 


TABLE 4.—Estimated number of veterans in civil life’ by period of service, 
selected years, 1940-53 


[Thousands] 


Estimated number as of June 30 
Period of service a . — 





1940 1945 1950 } 1953 
All veterans ?__- 4, 286 6, 498 | 19, 076 20, 138 
World War IT only 2, 469 | 15, 386 | 14, 712 
World War II and since June 27 » 1950. . a ° | 728 
Since June 27, 1950, only 1, 235 
World War I | 4. 040 3, 821 | 3, 518 3, 311 
Other wars and regular establishment 246 | 208 | 172 152 





1 Excludes an estimated 549,000 World War II veterans in the Armed Forces on June 30, 1950, and an 
estimated 362,000 on June 30, 1953. 

2 Excludes persons who served in the Armed Forces only in peacetime (Regular Establishment) unless 
they are receiving VA compensation for service-connected disability. A small but unknown number of 
persons with service in 2 or more periods prior to June 27, 1950, are included more than once, Veterans with 
ervice both in World War II and since June 27, 1950, are counted only once. 


Source: Veterans’ Administration. 


Mr. Hueues. In appraising the significance of the benefits, especially 
for survivors, it should be borne in mind that the average veteran prob- 
ably has two or more dependents. Thus, veterans and dependents of 
living and deceased veterans eligible for potential monetary benefits 
under veterans’ laws now probably number close to 65 million, or 
around 40 percent of the total population. This compares with present 
OASI coverage of 80 percent of the population who are gradually 
gaining benefit rights. It suggests that about half of the people who 
have OASI coverage are potential beneficiaries under the veterans’ 
benefits programs. 

As has been pointed out in an earlier section, compensation bene- 
fits usually reach a peak relatively soon after the end : a war, while 
pension benefits do not reach a high level until four or five decades 
— This results, of course, because compensation cea are gen- 

rally paid for disabilities evident at discharge or for deaths occurring 
in service, while pensions are more in the nature of old-age benefits. 
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Thus, the age distribution of our present veteran population should be 
taken into account in projecting future expenditures for compensation 
and pensions. 

The composition of our present veteran population suggests that in 
the service-connected compensation claims programs the | big i increases 
still lie ahead. The last comprehensive figures on estimated ages of the 
present veteran population are for June 30, 1953. At that time it was 
estimated by the VA that the average age of all veterans in civilian life 
was 38, and that 98 percent of them under age 65. The age distribu- 
tions and average ages for the various groups at that time are shown 
in table 5 following. 

Chairman Curtis. Without objection, that will be incorporated. 

(Table 5 referred to is as follows:) 


TABLE 5.—Estimated age distribution of veterans in civil life, June 30, 19538 


[Thousands] 


"7 Korean Spanish- 
vet V ork We 
Age in 1953 snes ns Ph . service War L 1 Ameri- Other 3 
— o only 3 = can War! 


tal 20, 138 15, 440 1, 235 3, 311 89 63 
Under 20 vears 24 24 5 
20 to 24 years 1, 126 274 S44 8 
25 to 29 vears 4, 234 3, 875 350 at 9 
to 34 year 5, 010 4, 988 15 - 7 
to 39 years 3, 244 3, 233 2 9 
to 44 years.... 1, 693 1, 687 4 6 
45 to 49 years g18 912 (4 are 6 
50 to 54 years. _- 543 331 204 8 
55 to 59 years 1, 818 110 1, 704 4 ; 
60 to 64 years 1, 105 20 1, 083 2 
65 years and over_-- 423 10 320 89 4 
Average age (years)5_. 38. 0 34.3 23.7 59. 4 76.4 40.8 
Derived from age distributions of participants and appropriate United States life tables. 
2 Derived from a sample of separations to civil life from the Armed Forces since June 27, 1950. Total 
own excludes 72%,000 veterans who had also served in World War II and who are included in the World 


War IT distribution 
Includes veterans of the Civil War, Indian wars, and former members of the Regular Establishment on 
VA disability compensation rolls. 
4 Less than 500 
As of June 30, 1953. Computed from 1-year age groups of veterans. 


Source: Veterans’ Administration. 















Mr. Hucues. I think the significance of table 5 lies in the gradual 
maturing of the veteran population of the different wars reflected 
there. Working back from the Spanish-American War through 
World War I, World War II, and Korean service progressively 
younger and longer veteran populations are reflected, at least up to 
the World War II period, and therefore potential expansion in the 
compensation and pension program. 

Table 5 indicates that the groups for which increases in veterans’ 
non-service-connected pensions are likely are those of recent wars. 
The average age of the Spanish-American War group is now very 
high, and the group has reached a stage of high mortality. On June 
30, 1953, over 80 percent of the living veterans in this group were 
on the pension rolls and the number was declining sharply. There 
were more dependents than veterans receiving pensions. 

The World War II and Korean veterans, constituting nearly 83 
percent of all veterans in civil life, were on the average in their early 
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thirties. Table 5 indicates the average World War II veteran will 
reach 65 about 30 years hence, although a considerable number of them 
will reach age 65 earlier. Thus, pension payments to this vast group 
of veterans will probably increase greatly in the late 1970s and in 
the 1980's. On June 30, 1953, there were only about 42,000 of this 
group on the pension rolls. 

The World War I group of 3.3 million veterans, however, is entering 
a stage of rapid increase in pension beneficiaries. On June 30, only 
320,000 World War I veterans had reached age 65 or over, but the 
average age in the group was 59. Thus, in the next 10 years most 
living World War I veterans will reach 65. On June 30, 1953, there 
were about 370,000 World War I veterans on the pension rolls, of 
which 101.000 were age 65 or over. The number on the rolls had 
creased 125,000 in the preceding 2 years, and it is inevitable that 
under existing laws the number added will accelerate in the next 
5 or 10 years. 

While the bulk of the foreseeable increase is in the pension cate- 
gory, it should be noted that compensation payments are also in- 
creasing as Korean veterans are added to the rolls. Because of the 
substantial number of men with Korean service still in the Armed 
Forces and the undetermined termination date for Public Law 28, 82d 
Congress, the precise magnitude of increase in the compensation cate- 
gory is uncertain. 

Projections of future expenditures for veterans compensation and 
pensions: Estimate of future expenditures for veterans’ compensa- 
tion and pensions can be based in part on past experience. However, 
changes in laws and economic conditions and inadequate length of 
experience in several categories—particularly for pensions—under 

existing statutes and ies itions, leaves substantial areas where judg- 
aa has to be exercised regarding the number of veterans or their 
dependents who would draw benefits and the rates which they would 
pay. Thus, the figures in table 6 should be regarded at best as rough 
order-of-magnitude estimates of costs under present laws. 

It is specificially pointed out that the estimates in table 6 are based 
on the following working assumptions which should not be interpreted 
as perncene policy: 

A termination of the current emergency on December 31, 1953, so 
eligibility for wartime pension and compensation ceases for military 
service after this date. This would mean a peak veteran population 
of about 23 million in 1960, declining to around 19 million in 1975 and 
16 million in 1985. 

2. Continuation of a high level of economic activity and of present 
price levels. In the event of recession, expenditures would probably 
increase. 

3. No new legislation to liberalize benefits or to expand coverage. 
Liberalization, which is the normal tendency, would increase future 
costs, 
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Mr. Huceues. As shown in table 6 of the estimated total expendi- 
tures for veterans’ compensation and pension programs increase 
steadily from $2.4 billion in 1953 to over $5 billion by 1985. As sug- i 
gested earlier in this paper, the trends in the compensation and pen- 
sion programs are different. The number of veterans on the compen- 
sation rolls reaches a peak in 1960 and by 1985 is estimated to decline 
substantially. The decline in compensation payments is, however, 
less rapid than in the number of beneficiaries because the average de- 
gree of compensable disability tends to increase as the veterans grow 
older. 

On the other hand, the trend of both beneficiaries and payments in 
the non-servi ee disability pension program is sharply up- 
ward from 1953 to 1985. This increase results largely from the rise 
in the saaiitid? a veterans who reach age 65, since it is at this age 
that existing VA laws and regulations set relatively easy eligibility 
conditions for pensions. On June 30, 1953, there were an estimated 

23,000 veterans 65 years or older in this country. It is estimated that 
this number will increase to 1.8 million in 1960, 2.3 million in 1975, and 
5.4 million in 1985. It should be noted that the peak in these expendi- 
tures will not have been reached by 1985, since by then there will still 
be roughly 10.5 million veterans under 65, but mostly in the oldex 
age brackets. 

The foregoing estimates do not include the cost of various smaller 
programs which provide related benefits to veterans. These include 
the VA servicemen’s indemnity, life insurance, and burial benefits; 
the Defense Department’s 6 months’ death gratuity and military re- 
quirement, disability, and survivor benefits; Federal Employees’ 
Compensation Act benefits administered by the Labor Department: 
and the free military service credits under the old-age and survivors 
insurance and the staff retirement system such as the railroad retire- 
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ment and civil service retirement. While complete figures are not 
readily available on the relevant costs involved in these related pro- 
grams, fragmentary data indicate that they add up to many millions 
of dollars each year. , : 

Description of statutory authority for veterans’ compensation and 
pension benefits: Several hundred different basic and amendatory 
statutes provide the authority for Veterans’ Administration compen- 
sation and pensions. While a common basis is provided for veterans 
of recent wars and their families, differential treatment is provided 
for earlier war groups in keeping with the traditional pattern of pro- 
viding more liberal benefits as the group grows older. The various 
related programs administered by other agencies must also be con- 
sidered. 

While it is not feasible in this memorandum to render even an in- 
complete outline, attention should be called to several key laws gov 
erning the two main categories of VA benefits, compensation, and 
pensions. First, the basic authority for disability and death com- 
pensation for wartime as well as peacetime service is contained in 
parts I and II of Veterans Regulation No. 1 (a), as amended. This 
regulation was issued in 1933 as an Executive order pursuant to Pub- 
lic Law No. 2, 73d Congress, March 20, 1933, the so-called Economy 
Act which repealed previous veterans’ laws. In addition, however, 
Public Law 141, 73d Congress, March 28, 1934, restored, with limita- 
tions, the World War Veterans’ Act, 1924, as amended. As a result, 
World War I veterans and their dependents may now establish eli- 
eibility under either the World War Veterans Act as restored or under 
Veterans Regulation 1 (a), as amended, and in such cases the greater 
benefit is available. 

Several other laws relating to compensation benefits are important. 
Yor certain specific service-connected disabilities, Public Law 182, 79th 
Congress, September 20, 1945, provides the basic authority for bene- 
fits over and above the basic awards. Additional rates are provided 
for seriously disabled veterans who have dependents by Public Law 
877, 80th Congress, July 2, 1948. Public Law 28, 82d Congress, May 
11, 1951, provides indefinite extension of wartime compensation rates 
for service after June 27, 1950. 

Second, pension benefits for non-service-connected disability cases 
are provided for veterans of the Spanish-American War, World Wars 
I and IT, and the Korean conflict in part IIT of Veterans Regulation 
No. 1 (a). as amended. Pensions for non-service-connected death 
eases of World Wars I and II, and the Korean conflict are provided 
on the basis of Public Law 484, 73d Congress, June 28, 1934, as 
amended. Public Law 28, 82d Congress, provides the authority for 
counting service between June 27, 1950, and some vet undertermined 
future date for pension purposes. 

As in the compensation programs, a second set of laws provides 
alternative pensions for some groups of veterans. The service pension 
acts of July 16, 1918, and of June 5, 1920, as amended, pertaining to 
the Spanish-American War, including the Boxer Rebellion and the 
Philippine Insurrection, were also repealed in 1933 by the Economy 
Act. These were restored in toto by Public Law 269, 74th Congress, 
August 13, 1935. Practically all of the Spanish-American War cases 
take benefits under these laws, although a small number with service- 
connected disabilities are able to obtain higher benefits under Veterans 
Regulation No. 1 (a), as amended, 
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LI. Creprr ror Mrurrary Service Unper THE Oip-AGE AND SURVIVORS 
INSURANCE AND THE OTHER RETIREMENT SYSTEMS 


The first section has indicated the lack of coordination in benefits 
which exists because veterans’ pensions have been continued un- 
changed although since 1935 the social-security program has provided 
basic protection to more and more people in the population. This 
section examines a more specific point in the relationship of the two 
sets of programs which arises because the Government provides free 
credit for military service under the OASI system and yet permits 
the same service to be used as a basis for VA non-service-connected 
pe oer This matter, of course, is within the required scope of the 
study of retirement and related benefits for Federal personnel by the 
C ee on Retirement Policy for Federal Personnel, which was 
created ‘by Public Law 555, 82d Congress, July 16, 1952, and must 
report to the Congress by June 30, 1954. 

Military service credits under OASI: Two approaches have been 
used in providing credit for military service under the O ASI system. 
The first approach was incorporated in Public Law 719, 79th Con- 
gress, August 10, 1946, and is still retained in section 217 (b) of the 
Social Security Act. It provides a guaranty of insured status to 
World War IT veterans for 3 years following separation with a guar- 
anteed average wage of $160a month. This temporary protection was 
extended to veterans who served between September 16, 1940, and 
July 24, 1947, inclusive, and who were separ ated from the Armed 
Forces before July 27, 1951. The purpose of the gratuitous 3-year 
grant of insured status was to bridge the gap in survivorship protec- 
tion for servicemen until they could get OAST insured status in 
civilian employment. 

Under Public Law 754 the Treasury was required to reimburse the 
OASI trust fund for the cost of these military service benefits. Ap- 
propriations of $13.7 million were made in the fiscal years 1949-52 
to cover the cost of benefits actually paid. Meanwhile this require- 
ment was dropped when the Social Security Act amendments of 1950 
were enacted and no further appropriations were recommended by the 
President after fiscal 1952 

From the standpoint of coordination between VA and OAST bene- 
fits, Public Law 719 contained the important restriction that OASI 
benefits on the basis of this law were not payable if VA compensation 
or pension was paid on the basis of the same service. Thus, in this 
case, the problem of duplicate benefits was recognized and overcome. 

A second approach of granting gratuitous credit under OASI 
for military service on a month for month basis was adopted in 
Public Law 734, 81st Congress, August 28,1950. According to House 
Report No. 1300, 81st Congress, page 16, the purpose was to “give 
World War ITI veterans the status they might have had if military 
service had not interfered with their employment. * The legislation 
provided wage credits under OASI of $160 for each month of military 
service performed during World War IT, which was again defined as 
September 16, 1940, to July 24, 1947, inclusive. 

Since these wage credits were provided to World War ITI service- 
men still in the service as well as to veterans, OASIT benefits were 
provided to personnel in the Armed Forces as well as to veterans. 
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About 16 million individuals who served in the Armed Forces during 
World War II received the wage credits. Since no provision was 
made in this law for contributions by the servicemen or for appro- 
priations from the Treasury, the OASI trust fund was required to 
absorb the cost of those bene fits. 

On the question of dual benefits, Public Law 734 included a pro- 
hibition against the payment of OASI benefits based on these monthly 
wage credits if a benefit based in whole or in part on the basis of 
the same World War II service was paid by any other Federal agency, 
except the VA. Thus OASI military service benefits cannot be pi ud 
if the same service is being used for benefit pur poses under such Fed- 
eral systems as the uniformed-services retirement, civil-service retire- 
ment, and railroad retirement systems. There are, however, some 
technical imperfections in this provision which permit some cases 
of dual benefits. More important, compensation and pension bene 
fits paid by the VA are excepted from the restrictions on dual 
benefits. Accordingly, the OASI system is in the position of paying 
for benefits based on military services while VA pension benefits are 
also ps iid from general funds of the Tre: asury on the basis of the same 
service. 

In this connection, it should be noted that similar credits are 
provided under the railroad retirement system for military service. 
Under the Railroad Retirement Act, however, the Government ap- 
propriates for the cost of the credits and there is a provision to 
prevent dual benefits from the railroad retirement system based on 
the military service credits if the same service is used as a basis for a 
pension, disability compensation, or any other gratuitous benefit pay- 
able on a periodic basis under any other act of C ongress. 

Under the Social Security Act the period of military service cred- 
itable for OASI purposes on a gratuitous basis has been extended 
twice since 1950. After the outbreak of the Korean conflict, Public 
Law 590, 82d Congress, July 18, 1952, made service between July 25, 
1947, and December 31, 1953, creditable. By this extension a period 
of peacetime service intervening between the end of World War II 
on July 24, 1947, and the start of the Korean conflict on June 27, 
1950, was made creditable. 

The last extension was by Public Law 269, 83d Congress, August 
14, 1953, which permitted military service before July 1955 to be 
credited. Together these last 2 laws have probably benefited over 5 
million veterans and servicemen. 

By virtue of these laws, gratuitous credit has been provided under 
the OASI system for mili ry service for the 15-year period from 
September 16, 1940, to July 1955. This is a long enough period so 
that some military personnel and veterans have been able to obtain 
fully insured status under OASI solely on the basis of free credits. 
The cost of such credits amounting to at least several hundred 
million dollars is borne by the OASI trust fund and benefits are 
paid by it. As has been pointed out, these benefits may be paid 
simult aneously with VA pension benefits on the basis of the same 
service. 

Chairman Curtis. Mr. Hughes, you have discussed one of the most 
complex and far-reaching problems relating to social security. While 
this committee does not have any jurisdiction over military matters 
or veterans’ matters, we are, of course, responsible for recommending 
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social-security legislation to the House of Representatives. I am 
speaking, of course, of the full Committee on Ways and Means. I 
am sure that every member of this subcommittee and the full com- 
mittee has only one desire, and that is to do justice to our veterans, 
and at the same time to do it in a responsible manner. In fact, you 
have discussed this so thoroughly, so completely, and so adequately 
in your paper that I find it impossible to absorb it all in one sitting, 
but this material for our record that you have presented is in excellent 
shape. I not only want to thank you, but I want to compliment you 
and your associates for it. 

Mr. Huaues. Thank you, sir. 

Chairman Curtis. Now, I have a few questions of my own, but 
there are just one of two general things that I want to clarify for our 
own thinking. 

Insofar as disability is concerned, whether it applies to military 
law or veterans’ law, there is no comparable part in our social-security 
law, especially title II; is that not true? 

Mr. Hueues. That is correct, sir. 

Chairman Curtis. Now, there may be just a little bit in another 
title in the social-security law, where we are authorized to appropriate 
and do appropriate money to the States for grants for people totally 
and permanently disabled. At this time, that is not a very large 
program. 

Now, in connection with the military program and the veterans, 
to the extent that it covers retirement or something brought about by 
reason of age, that is an overlapping with social security, or more 
particularly title Il, OASI. That is correct; is it not? 

Mr. Hucues. Yes, sir. 

Chairman Curtis. In that field you have raised this problem: When 
a veteran becomes 65, the amount of disability required is only 10 
percent ; is it not? 

Mr. Hucues. Yes, sir; that is the basic requirement. 

Chairman Curris. And I gather from your paper that you were 
indicating that while that 10. percent disability does not have to be 
service connected, it could be those things which might be common 
to a lot of people who are 65? 

Mr. Hueuers. That is true. 

Chairman Curtis. And, therefore, while it is classified as a disa- 
bility matter, its practical effect may have some relation to a retire- 
men benefit in some cases. 

Mr. Huaues. An age benefit; yes, sir. 

Chairman Curtis. Yes. Now, in the question of survivors’ benefits, 
where those are provided in the military or veterans’ programs or 
through the application of the United States Employees Compensa- 
tion Act, which is applied to certain benefits, there is definitely an 
overlapping in the programs. I am not criticizing as to amounts or 
passing on that in any way, but so far as the system is concerned 
that does cover many of the same people covered by OASI. 

Mr. Hvueunrs. Yes, sir. That fact, I think, 1s very accurately 
pointed out by Congressman Hardy’s material. 

Chairman Curtis. Now, survivors’ benefits, under veterans’ laws, 
have an income limitation; do they not ? 

Mr. Hucurs. There is none on so-called service-connected benefits, 
but there is an income limitation on non-service-connected benefits. 
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Chairman Curtis. Survivors’ benefits under title II of the Social 
Security Act have no income limitations as a condition to receive 
them ? 

Mr. Huaues. That is correct. 

Chairman Curtis. Are there survivor benefits in military 
retirement ? 

Mr. Hucues. The contingency benefits, which convert the retire- 
ment benefit into a survivor option. 

Chairman Curtis. That is where they elect to take something less 
if their survivors are protected, which does not increase the total cost. 

Mr. Hucues. That is right, except for some small administrative 
expense. 

Chairman Curtis. Are there survivor benefits under the Employees 
Compensation Act ? 

Mr. Hucues. Yes. 

Chairman Currts. Is there an ineome test there ? 

Mr. Hugues. No. 

Chairman Currts. So there will be some individuals where that 
system will overlap OASI? 

Mr. HuGues. Yes. 

Chairman Curtts. Survivor benefits ? 

Mr. Huaues. Yes. 

Chairman Curtis. And there is no income limitation in either one. 

Mr. Hugues. That is right. 

Chairman Curtts. Is there any offset in the law on benefits paid 
by reason of age or retirement ? 

Mr. Hucues. I am not sure that I understand the question. 

Chairman Curtis. Is there anything in the veterans’ laws providing 
a benefit by reason of age? There is in the military. 

Mr. Hucues. There is the military retirement benefit. Then in 
the veterans’ programs, the only benefit which might be inferred to 
be an age benefit is the non-service-connected pension plan, which 
has an age factor in that percentage of disability required is reduced 
as the age of the veteran advances. 

Chairman Curtis. But there is a retirement benefit in the military. 

Mr. Hucues, Sir? 

Chairman Curtis. There is a retirement benefit in the military / 

Mr. Hueues. That is correct. 

Chairman Curtis. And lacking a better term, that might be applied 
to the career military, more or less ? 

Mr. Huenes. That is true. 

Chairman Curtis. Amd there is no income test in that ? 

Mr. Huaues. No. 

Chairman Curtis. Now, some of that career military, you say, 
according to your paper, may have qualified for a retirement benefit 
by reason of free credits during the period of their service ? 

Mr. Huenes. That is true. 

Chairman Curtis. In case both are paid, or in a claim for both, is 
either one refused because the other is paid ? 

Mr. Huaues. There is, sir, in most cases, a prohibition on the dual 
use of credit for military retirement and OASIT purposes. 

Chairman Curtis. If a man had a long military credit, he might 
qualify for retirement and exclude those vears where he used his 
OASI credit ? 
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Mr. Hueues. That is correct, if he has over 30 years of service. 

Chairman Curtis. As I say, this has so many details I cannot absorb 
it all at once. We may be calling on you again in the months that 
come, 

Mr. Eberharter ? 

Mr. Esernarrer. Your paper, Mr. Hughes, I understand, is only 
a factual presentation, and you are not making any recommenda- 
tions on behalf of the Bureau of the sudget ¢ 

Mr. Ht GHEs. That is correct, Si 

Chairman Curtis. Mr. Goodwin ? 

Mr. Goopwtn. I have no questions, but I do want to reiterate, Mr. 
Chairman, what you said. I think this is a masterly paper, and I 
am sure it will be widely used and quoted, even beyond the scope of 
this committee here. 

Mr. Hueues. Thank you very much, siz 

Chairman Curtis. Mr. Curtis of Missouri ? 

Mr. Curtis of Missouri. No questions. 

Chairman Curtis. There is one thing that I did not ask about, and 
that is the lump-sum payments. Can there be a duplication of lump- 
sum payments ¢ 

Mr. Hucues. Yes. Lump-sum benefits are payable simultaneously. 
In addition, the 6-month death gratuity is payable simultaneously 
with OASI, VA compensation, and servicemen’s indemnity, as indi- 
cated in table 1 

Chairman Curtis. Now, you used the term “compensation and 
pension.” 

Mr. Hucues. Yes, sir. 

Chairman Curtis. What is the difference ? 

Mr. Huauers. They are, I guess, what might be termed, “words of 
art”’ in veterans’ programs. “Compensation” is generally used as the 
term to refer to service-connected benefits. Pensions are non-service- 
connected benefits. Compensation or pensions may be of two types, 
either to veterans or dependents, but the general distinction is: Com- 
pensat ion—service connected; pensions—non-service-connected. 

Chairman Curris. Now, referring to page 256, your statement 
gives this sentence: 

For non-service-connected pensions to living veterans the peaks in expendi- 
tures came in 58, 40, 55, and 49 years, respectively, after the termination of 
hostilities. For non-service-connected pensions to families of deceased veterans 
the peaks were reached in 65, 61, 57, and 54 years, respectively. 

Mr. Hucues. Yes, sir. 

Chairman Curtis. That is because of the element of children ? 

Mr. Huaues. Well, the payments to families would generally lag 
somewhat behind the payment to the veteran, because of the fact that 
they would be paid after the veteran was deceased to widows, chil- 
dren, perhaps dependent parents. In other words, the first payment 
would be to the disabled veteran. At the time that he died, then 
his dependents would become eligible, which would tend to postpone 
the peak period of dependent payments until somewhat after the peak 
period of veteran payments. 

Chairman Curtis. Now, on page 257, I find this statement : 


It suggests that about half of the people who have OASI coverage are poten- 
tial beneficiaries under the veterans’ benefits programs. 


About how many veterans do we have? 
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Mr. Hucues. There are approximately 20 million. Our figure 
here as of June 30 is a total of 20,138,000. 

Chairman Curtis. So you are including veterans’ families? 

Mr. Hugues. That is correct, sir. 

Chairman Curtis. I see. 

Mr. Hueues. This is intended to be just an indication of order of 
magnitude, an indication of the fact that there is a substantial degree 
of overlap. 

Chairman Curtis. Now turn to page 262. 

Mr. Hueues. Yes, sir. 

Chairman Curtis. This law that set up this Commission or study 
group that has to report in June 1954—that will reach this problem 
only as it relates to Government employees; is that not right? 

Mr. Hueues. That is right. 

Chairman Curris. Are Armed Forces considered Government 
employees ¢ 

Mr. Hugues. Yes, sir. That is correct. 

Chairman Curtis. So it will cover the problems with the Armed 
Forces as it relates to VA and military and civil service. Will it also 
cover the problems that this committee faces, of the relation of all of 
those to OASI1? 

Mr. Hucues. During the period of military service, yes, presum- 
ably so. After the service has terminated, when the individual is no 
longer a Government employee, the interest of this committee would 
presumably cease. 

Chairman Curtis. In other words, this committee could rightly 
assume that we wili get some findings and help from this group so far 
as the military personnel is concerned, along with other Government 
employees, but this other group will not go into veterans generally, 
who are no longer a part of the military service, as it relates to OASI? 

Mr. Hueues. That is correct. We are, of course, theorizing about 
the extent of the committee study and inferring from the law what 
they plan to do. I have no specific information as to the scope. 

Chairman Currts. It would appear that the Committee on Ways 
and Means might well look to that group for some answers as it relates 
to the military. 

Mr. Hucues. That is correct, sir. 

Chairman Curtis. On page 262, you state: 

From the standpoint of coordination between VA and OASIT benefits, Public 
Law 719 contained the important restriction that OASI benefits on the basis of 
this law were not payable if VA compensation or pension was paid on the basis 
of the same service. 

Was Public Law 719 a social-security law? What was the title 
of it? 

Mr. Huaunes. As I understand, sir, it was an amendment to the 
Social Security Act. 

Chairman Curris. And is that true of Public Law 734 mentioned 
in the next paragraph ? 

Mr. Hucues. Yes, sir. 

Chairman Curtis. So that those provisions were brought about 
within the social-security legislation ? 

Mr. Huenes. Yes, sir, that is correct? 
Chairman Curtis. Are there any other questions at this time? 
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Again I want to thank you, Mr. Hughes, and your associates. You 
have been most helpful. 

Mr. Hucues. Thank you, Mr. Chairman. 

Chairman Curtis. Now, just briefly, 1 might say that it appears 
today that on the matter of predicting the future on income, tax re- 
ceipts, wage levels, and so on, we are left with the word that that is 
quite a field of uncertainty. 

In this matter of veterans and military problems, you have laid 
this before us in a very fine manner, and I repeat that I do not believe 
there is anyone here that has any desire other than to do full justice 
to our veterans. 

Were you about to say something ? 

Mr. Hvanes. I was just about to say, sir, that your caution and 
concern over forecasts of national income is cited el appli- 
cable to forecasts of compensation and pension benefits and expendi- 
tures. These are order-of-magnitude estimates. On the basis of the 
premises, they are sound, and we stand behind them. But there are 
many ifs in any such projection, the level of income, mortality 
rates—— 

Chairman Curtis. And the peace of the world. 

Mr. Hueues. The peace of the world, and many other things. 

Chairman Curris. Again, we thank you very much. 

Now, the committee, when it meets, Monday, will have first some 
‘harts and other information concerning the status of the aged, and 

e will also hear from a representative of the Social Security Admin- 
istration of the Bureau of Public Assistance relating to old-age 
assistance and aid to dependent children. 

The committee will stand adjourned until 10 o'clock, Monday 
morning. ; 

Whereupon, at 4:15 p. m., the hearing was adjourned until 10 a. m., 
Monday, November 16, 1953.) 
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